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PREFACE. 


The  following  paper  (or  rather,  selections  from  it,  for  it  was 
too  long)  was  read  to  the  British  Association  at  Bristol  last 
August.  If  the  miscellaneous  audience  of  Section  F (Economy 
and  Trade)  is  not  exactly  the  best  suited  for  a carefully  prepared 
essay  on  Capital  and  Money,  yet  the  ordeal  in  question  has  one 
advantage — it  coerces  the  speaker  into  the  use  of  his  clearest 
possible  language,  as  the  sole  hope  of  any  success.  Perhaps 
this  particular  subject  will  never  be  made  popularly  quite 
clear  by  any  effort.  Anyhow,  some  adverse  criticism  at  the 
meeting  drove  me  to  recast  some  of  my  matter,  and  I hope 
that  my  meaning  is  now  clearer  in  consequence.* 

Commercial  Crises:  Associated  with  Sunspot  Periods. 

Another  paper,  read  in  the  same  section,  and  bearing  more 
or  less  on  a part  of  my  subject,  gave  a striking  illustration  of 
“ the  connection  of  the  physical  sciences,”  by  shewing  how  very 
wide  are  the  view’s  that  are  now  taken,  even  regarding  subjects 
apparently  quite  special  and  limited,  ere  all  the  influencing 
connections  can  be  considered  exhausted.  The  paper  was  by 
Professor  Jevons^  “On  the  Influence  of  the  Sun-spot  Period  on 


* Partly  owing  to  Professor  Jevons’  ingenious  suggestion  here  to  be 
alluded  to  about  crises,  partly  because  tbe  subject  formed  already  ar. 
important  section  of  my  paper  on  Capital  and  Money,  I afterwards 
drew  up  a separate  paper  on  crises,  for  tbe  Social  Science  Congress  at 
Brighton  last  October.  It  is  a subject  to  which,  with  a long  mercantile 
experience,  I have  paid  some  attention.  I have  ventured,  therefore,  to 
embody  the  substance  of  that  paper  in  this  preface  ; and  I have  in  con- 
sequence somew’hat  abridged  the  section  on  Crises  in  the  essay  following. 
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the  Price  of  Com,”  and  the  subject  had  at  the  moment  a- 
special  interest  from  the  almost  romantic  description  of  our 
luminary  given  just  before,  in  the  Physical  Section,  by  Professor 
Balfour  Stewart.  The  sun-spots  are  found  to  be  periodical, 
involving  a term  of  a little  over  eleven  years,  which  seems 
somewhat  coincident  with  our  crisis-term.  If  these  “ spots'’ 
do  affect  the  sun’s  light  and  heat,  or  any  other  of  his  qualities, 
and  these  again  our  weather  and  crops,  and  so  on  to  the  ups 
and  downs  of  our  markets,  then  our  speculations,  crises  and 
bankruptcies  might  be  traced  to  the  sun  ! 

The  Ten  Years  Crisis  Question. 

The  popularly  established  ten  years’  term  for  great  recurrent 
crises  seemed,  as  the  Professor  remarked,  to  favour  this  idea. 
About  1815-16  there  was  a crisis,  and  again  in  1825,  and  so 
on  to  ’36,  ’47,  ’57  and  ’66.  There  does  thus  seem  a nine,  ten, 
or  eleven  years  recurrency.  In  analysing  the  subject,  however, 
some  qualifications  are  presented.  Certainly  some  at  least  of 
these  crises  were  the  result,  to  a great  extent,  if  not  entirely, 
of  causes  quite  outside  of  commercial  conditions.  Por  instance 
the  first  was  no  doubt  mainly  due  to  the  great  upset  of  long^ 
accustomed  commercial  ways  by  the  cessation  of  the  lYapoleonic 
wars.  The  cessation  of  enormous  expenditure  was  really  the 
beginning  of  good  times,  but  none  the  less  involving  a crisis  in 
the  immediate  readjustments.  Then,  again,  with  reference  to 
that  of  1825,  first  the  ordeal  of  a return  to  specie  payments  in 
1819,  followed  several  years  after  by  a great  issue  of  one 
pound  notes,  had  certainly  much  if  not  most  to  do  with  it. 
Passing  over  the  two  following  terms,  as  being  perhaps 
fevorable  to  the  ten  years  theory,  that  of  1857  was  timed 
and  influenced  to  some  extent  by  our  heavy  Crimean  war 
expenditure.  But  the  crisis  of  1866  was,  1 think,  clearly  and 
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entirely  attributable  to  the  Limited  Liability  Act  of  1862. 
Had  that  act  happened  to  be  passed  five  years  earlier,  would 
there  have  been  any  crisis  in  1866,  would  there  have  been  any 
crisis  of  that  old  kind  at  all  ? One  inference  at  any  rate  to  be 
arrived  at  is  that  a chief  element  of  crisis  has  ever  been 
our  common  human  nature.  After  any  severe  infliction  of  this 
kind,  our  reduced  means  and  our  lively  memories  keep  us  safe 
for  at  least  some  years  from  another.  After  five  or  six  years 
we  begin  to  recover  both  in  mind  and  pocket,  and  by  another 
year  or  two  we  are  ready  for  the  old  game.  This  is  certainly 
an  element  not  to  be  left  out. 

Altered  present  features  of  Crises. 

Another  consideration  for  us  of  to-day  is  the  complete 
change  of  commercial  and  financial  conditions  that  have  been 
coming  over  our  country  for  the  last  quarter  of  a century,  by 
which  we  have  been  less  and  less  affected  by  our  own  separate 
and  special  case,  and  more  and  more  by  what  goes  on  outside 
of  us.  The  abolition  of  our  corn  laws  thirty  years  ago  first 
effectually  began  that  state  of  things,  and  every  subsequent 
trade  extension  outwards  has  furthered  it.  There  is  no  longer 
that  periodical  wave  that  existed,  or  seemed  to  exist,  in  past 
times,  by  which  business  men  could  predict  for,  say,  at  least  a 
year  or  two  on,  and  had  in  fact  a general  habit  of  predicting, 
an  upward  or  downward  or  a stagnant  condition.  I have 
latterly  been  constantly  reminded,  and  on  comparing  ex- 
periences with  bankers  and  others  find  them  of  the  same  view, 
that  now  so  many  diverse  circumstances,  largely  of  external 
origin,  affect  our  commerce  and  finance,  that  it  is  in  general 
impossible  to  find  a basis  for  predicting  w'hat  is  to  happen 
commercially,  or  what  to  be  the  course  of  “ raoue}’’,”  for  even  a 
month  forward. 
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Has  the  old  crisis  form  disapjpeared^ 

Now  one  of  the  decided  effects  of  all  this  is  to  break  up  “the- 
great  recurrent  wave,”  if  there  was  rt^ally  any  such  wave  in  the 
days  when  our  country’s  commerce  had  a more  isolated  action. 
This  has  certainly  been  the  state  of  things  since  1866,  and  so 
far  as  one  can  judge  Ave  are  no  nearer  a crisis  of  the  old  type 
now  than  at  any  time  since  that  memorable  year.  It  seems  to 
me  safe  to  predict  that  there  will  not  be  one  such  again. 

New  suhstitiitey  the  Financial  Crisis,  or  “ Gold  Panic.’^ 

But  if,  in  these  altering  times,  one  old  feature  has  been  lost,. 
a new  one  of  a very  striking  character  has  been  added.  This 
is  the  Tinancial  Crisis, — the  gold  panic,  which  I have  specially 
distinguished  in  my  essay.  The  two  forms  of  crisis  have  this 
salient  distinction,  that  while  the  first  comes  of  general  loss  or 
lock  up  of  means,  the  other  is  born  of  difficulties,  real  or 
apprehended,  in  the  mere  settlement  of  accounts,  and  particu- 
larly of  international  accounts.  The  enormous  transactions  of  our 
times,  all  of  them  expressed  in  and  for  money,  as  compared  with 
the  comparatively  small  amount  of  actual-value  money  which 
modern  banking  facilities,  and  bank  notes  and  other  paper 
economies  require,  ever  bring  about  occasions  of  panic  in  view 
of  the  foreign  exchanges.  The  apprehensions  may  prove  unrea- 
sonable or  excessive,  or  entirely  a mistake ; nevertheless  they' 
come,  and  their  short  but  terrible  havoc  seems  greater  on  each 
recurrence,  in  proportion  as  the  field  to  be  devastated  goes  on> 
increasing.  The  last  great  crisis  of  this  kind  occurred  in 
October,  1873,  and  arose  from  a fear  that  a Transatlantic  crisis 
of  the  other  kind,  which  was  just  then  shewing  itself,  would 
inconveniently  draw  away  our  gold.  Considering  the  vast 
amount  of  property  involved  in  a great  and  sudden  reduction 
of  value,  this  latest  event  was,  perhaps,  of  its  kind,  the  severest 
we  have  ever  yet  experienced. 
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Sudden  and  Violent  Action  of  these  Crises  or  Panics : Question 

of  Remedies’,  The  Bank  Act, 

Well,  it  thus  appears  that  while  our  new  conditions  are 
moderating  the  one  kind  of  crisis,  they  are  greatly  intensifying 
the  other,  which,  in  its  short  sharp  effect,  and  its  liability 
to  frequent  recurrence,  is  hardly  the  lesser  evil. 

Is  this  case  irremediable  ? The  question  is  important,  be- 
cause the  let-alone  system  means  only  continuous  aggravation. 

I think  there  are  remedies  available,  and  that  we  neglect,  or 
waste  some  very  great  remediable  resources.  Bet  us  glance, 
first,  at  the  bearing  of  some  existing  arrangements,  before 
turning  to  any  new  suggestions.  Our  Bank  Act  of  1844  is 
here,  of  course,  a chief  object.  The  Act  has  to  do  with  the 
question,  if  for  no  other  reason  than  that  u e have,  more  than 
once,  suspended  its  operation  in  consequence  of  a crisis. 
A few  words,  then,  on  the  intention  or  rather  the  bearing  of 

the  Act  in  respect  to  crises. 

Objects  of  the  Act. 

The  Act  was  to  effect  two  objects ; first,  to  put  an  end  to  the 
previous  indiscriminate  free  issue  of  paper  money ; second,  to 
continue  to  the  public,  to  a certain  limited  extent,  the  conven- 
ience of  paper  money,  but  upon  a perfectly  secure  basis  as  to 
convertibility.  These  objects  the  act  effected  in  a proper  and 
statesman  like  way,;under  the  circumstances  at  the  time. 

The  first  result  was  undoubtedly  beneficial,  for  experience 
had  amply  shewn  that,  from  the  special  nature  of  the  case,  it 
was  most  unsafe  to  extend  free  trade  to  bank  notes,  even  al- 
though with  the  specious  protection  of  being  payable  in  coin  on 
demand.  The  second  result  confined  paper  money  to  a very 
limited  range,  as  it  allowed  of  none  below  the  vaiue  of  £o,  a 
restriction  that  remains  to  this  day.  As  it  appeared  that  at 
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least  £14,000,000  of  notes,  of  £5  eaoh  and  upwards,  had  al- 
ways remained  in  circulation,  that  amount,  subsequently 
increased  by  contingencies  to  £15,000,000,  was  allowed  on  a 
reserve  of  equivalent  Government  securities,  but  all  further 
issues  were  to  be  based  on  equivalent  gold  reserve. 

The  Effect  of  the  Act. 

If  those  who  took  part  in  the  Act  had  the  idea,  as  many  of 
them  perhaps  had,  that  it  would  prove  a self  acting  regulator 
of  money,  and  its  rate  of  interest,  they  have  had  time  and  ex- 
perience since  to  be  undeceived.  That  is  an  altogether  differ- 
ent question  (see,  further  on,  the  section  “ Tluctuation  in  the 
rate  of  interest).”  A whole  generation  of  unprecedented  change 
and  progress  has  since  passed  over  the  Act,  and  it  cannot  now 
be  regarded  as  having  very  much  of  important  general  effect  one 
way  or  the  other.  The  enlarging  field  of  commerce  and  finance 
is  every  year  dwarfing  more  and  more  the  relative  importance 
alike  of  the  Bank  of  England  and  the  Bank  Act. 

The  Act,  however,  has  some  importance  in  relation  to  crises, 
and  it  is  for  that  reason  I have  introduced  it  here.  In  its 
intention  at  the  time,  it  did  not  concern  itself  at  all  with 
crises  ; but  none  the  less  it  has  been  practically  a much  con- 
cerned party,  and  been  three  times  temporarily  suspended,  on 
the  successive  occurrence  of  as  many  great  crises.  This  rela- 
tionship of  the  Act  to  crises  will,  I thinlc,  be  found  of  increased 
and  yet  increasing  importance  in  view  of  the  new  features  of 
our  commerce  and  finance,  and  in  particular  that  of  the 
“ financial  crisis  ” already  alluded  to. 

On  every  occasion  of  a great  crisis,  the  Bank  Act  has  been  a 
cause  of  alarm,  and  an  evident  aggravation  of  the  prevailing 
troubles.  The  reason  is  that  people  begin  then  to  reflect  that 
a large  portion  of  what  is  indiscriminately  called  the  Bank’s 
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gold  is  locked  up  from  use  by  the  Act,  and  there  is  ever,  on 
such  sensitive  occasions,  doubt  and  alarm  about  the  sufficiency 
of  the  free  and  usable  balance  for  the  wants  of  the  great  Bank 
and  its  many  helpless  dependencies. 

Now,  the  proceedings  under  the  Act  are  not  Bank  but 
Government  proceedings,  and,  as  Professor  Price  properly  sug- 
gests (“  Currency  and  Banking,”  1876,  pp.  62,  74,  75),  they 
ought  not  to  be  mixed  up  with  the  Bank’s  accounts,  or  even  be 
conducted  within  the  Bank’s  walls.  The  public  are  used  to 
associate  with  the  Bank’s  large  business  a certain  average 
stock  of  gold ; and  suddenly,  in  the  height  of  a crisis,  they 
realise,  what  they  had  not  thought  about  before,  that  perhaps  a 
third  of  this  gold,  or  more,  is  placed  by  the  Act  quite  out  of  reach. 
The  effect  of  keeping  the  operations  of  the  Act  quite  separate 
would  be  that  the  Bank  would  publish  an  independant  account 
of  its  own  actual  resources.  Possibly  it  might  then  think  to 
increase  its  actual  gold  reserve ; but  at  any  rate  the  sort  of  trap 
for  popular  alarm  would  be  removed. 

The  resource  of  suspending  the  Act  considered 

But  granting  that  the  Act  is  to  be  thus  subject  to  suspension^ 
there  may  be  a better,  a less  injurious,  way  of  giving  that  mode 
of  relief.  The  suspension  is  never  obtained  until  there  has 
been  a very  great  amount  of  crisis  havoc ; and,  in  fact,  this 
very  havoc,  done  already,  and  being  further  done,  is  the  chief 
leverage  brought  to  bear  upon  the  Government  for  procuring 
a suspension. 

Eor  the  benefit  of  those  who  may  think  that  a suspension 
of  the  Act  remedies  this  its  bad  effect  in  a crisis,  let  us 
realise  quite  a likely  illustration.  There  is,  then,  we  shall 
suppose,  a terrible  crisis  in  London,  and  every  eye  turns  to 
the  Bank’s  gold,  in  the  fear  that  the  free  balance,  as  dis- 
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tinguished  from  that  which  the  Act  locks  up,  may  prove 
insufficient.  The  chief  merchants  and  bankers  think  that 
something  ought  to  be  done,  but  at  a preliminary  meeting  a 
majority  have  deemed  it  necessary  to  wait  for  a still  stronger 
case.  Another  brief  interval  satisfies  even  this  majority,  and  so  a 
deputation  goes  to  the  Government.  Of  course  the  one  object 
is  to  get  the  suspension  of  the  Act.  But  the  Premier,  or  his 
Chancellor,  has  strong  scruples  about  law-breaking.  He  may  be 
even  more  exacting  about  havoc  than  Mr.  Lowe  himself,  and  the 
deputation  is  accordingly  told  that  there  is  hardly  yet  emergency 
sufficient.  Twenty-four  hours  more  therefore  elapse,  and  the 
deputation,  hurrying  back  to  Downing  Street,  are  at  last  able 
to  say  that  during  that  momentous  interval  the  London  and 
Westminster  Bank  had  to  shut  its  doors,  under  a frantic  run 
for  deposits,  caused  by  the  increased  doubt  and  dismay  about 
the  Act,  and  that  five  hundred  more  mercantile  houses,  of  all 
dimensions,  had  in  consequence  stopped  payment.  Govern- 
ment is  at  length  quite  satisfied ; the  Act  is  suspended,  and 
almost  at  the  same  instant  the  panic  is  at  an  end,  and  for  the 
survivors  all  is  peace. 


Unsatisfactory  feature  of  Act. 

Let  me  say  in  conclusion  regarding  the  Act  that  it  intends 
the  reserved  gold  to  be  used  only  in  event  of  the  Bank  failing.* 
But  banking  is  now  so  regular  a business,  so  well  understood 
and  defined,  that  for  a Bank  of  such  large  capital,  and  of  the 

* Professor  Price,  admitting  tlie  gold  to  be  secure  for  the  notes,  is 
doubtful  if  the  government  securities  also  are  so,  for  their  proportion,  in 
event  of  the  Bank’s  failure  (Currency  and  Banking  1876,  p.  65,  &c.) 
But  Mr.  Palmer  is  emphatically  clear  as  to  both  stocks  “ in  the  event  of 
such  an  almost  impossible  contingency”  (Report  on  Banks  of  Issue, 
1875,  Nos.  7508-10).  I take  this  opportunity  of  thanking  Mr.  Elsey,  of 
the  discount  department  of  the  great  Bank,  for  information  on  the  Act 
and  the  Bank. 
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-^careful  management  that  comes  of  such  large  means,  to  fail 
has  become  a moral  impossibility.  The  Bank  of  England 
may  warrantably  say  it  is  as  little  likely  to  do  that  as  its 
own  Act-making  master  the  Government.  To  lock  up 
therefore  a large  stock  of  gold,  no  matter  what  the  current 
■ emergencies,  in  waiting  for  an  event  that  in  all  reasonable 
.possibilities  is  never  to  happen,  makes  the  Act  practically 
unreasonable ; while  in  respect  to  our  oft  recurring  financial 
nrises  or  gold  panics,  as  the  Act  is  now  w^orked,  it  has,  as 
I have  shewn,  an  aggravating  and  mischevious  tendency. 

Remedial  Suggestions : A slight  alteration  of  Act. 

Evidently  then  we  want  a remedy  that  will  begin  with  the 
disease,  and  we  ask  if  there  are  any  means,  of  the  self-acting 
kind  especially,  to  that  end.  M ell,  there  are  two  indisputable 
facts  as  to  crises.  Eirst,  that  they  are  indicated  or  heralded  by 
advancing  rates  of  interest ; and  second,  that  ten  per  cent, 
has  ever,  in  this  country  at  least,  been  a crisis  rate.  Then  let 
the  Act  be  suspended,  ijpso  facto,  by  the  interest  rate  being  at 
ten  per  cent.  This  seemingly  slight  alteration  would  perhaps 
materially  mitigate  future  panics,  and  give  us,  what  we  can- 
not boast  of  now,  a practically  reasonable  and  useful  Bank 
Act. 


Further  Gold  Reserves  ; suggested  Action  of  the  State. 

Eurther  remedies  being  still  desirable,  whatever  might  come 
• of  modifying  the  Bank  Act,  I go  on  with  suggestions.  The 
State  might  beneficially  intervene  by  holding  a moderate  reserve 
of  gold,  suppose  ten  millions  to  begin  with,  accessible,  say  through 
the  Bank  of  England,  whenever,  and  as  long  as  ten  per  cent, 
was  forthcoming  for  the  money’s  use.  This  seems  to  me  more 
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feasible  than  any  voluntary  convention  between  many  rival 
banks,  in  which  the  giants  would  be  apt  to  despise  their  pigmy 
brothers,  with  besides  other  cropping  out  causes  tending  to 
make  the  bond  a rope  of  sand. 

Source  of  Supply  for  a State  Gold  Reserve. 

But  in  such  a facile  proposition  one  is  bound  to  point  out 
where  the  gold  is  to  come  from.  In  doing  this  I find  yet  a further 
reason  for  bringing  the  State  into  the  question.  Well,  we  use 
a hundred  millions  of  gold  money,*  and  of  this  total,  one-half 
at  the  very  least,  engaged  in  purely  domestic  circulation,  might 
be  replaced  by  paper,  and  that  not  merely  without  any  inter- 
ference whatever  with  the  Boreign  Exchanges,  or  making  a 
sovereign  practically  scarcer  than  before,  but  with  general 
public  acceptance,  as  supplying  a more  conveniently  portable 
and  transportable  currency. 

Suggested  new  form  of  a restricted  State  Paper  Money. 

I do  not  however  propose  to  issue  the  ordinary  bank  note  ; 
partly  because  the  kind  of  paper  I have  in  view  is,  in  various 
ways,  much  more  suitable ; partly  too  because  the  legacy  of 
contention  upon  the  question  of  smaller  note  issues  might  still 
be  strong  enough,  in  spite  of  Mr.  Lowe’s  late  brave  “ allocution,” 
to  scare  from  action  even  a convinced  and  resolute  government. f 
When  the  present  Committee  on  Banking  was  formed,  I suggested 
to  the  chairman,  for  the  further  public  convenience,  an  extension 

♦ Mr.  Palmer,  before  the  Banking  Committee,  puts  the  amount  aff 
high  as  £117,000,000  (Report,  1875,  No.  7489. 

f Mr.  Palmer  is  one  instance  of  this  heritage  of  opposition,  but  as  his 
chief  reason  is  the  exposure  to  forgery,  we  may  take  courage,  as  he 
himself  almost  admits,  from  the  actual  experience  of  Scotland  and 
Ireland  and  still  more  of  France  and  the  United  States.  (Report, 
Banks  of  Issue.  1875,  No.  7489.) 


I 


15 


-of  the  Post  Office  Order  system,  by  the  issue,  at  a reduced 
charge,  of  definite  small  sums  of  20s,  10s  and  os,  at  the  respec- 
tive charges  of  Id.,  |d.  and  |d.,  to  be  issuable  at  any  Post 
Office,  but  payable  only  in  London.  Probably  at  first  these 
orders  would  be  taken  only  for  their  ostensible  purpose  of 
a small  remittance  to  London  from  the  Country,  and  by  and  by 
also  to  other  places  as  well  as  London.  But  gradually,  as  the 
extreme  negotiability  of  the  documents  was  experienced,  they 
would  be  kept  in  circulation  like  ordinary  notes. 

Great  puhlic  convenience  of  small  Paper  Money. 

Tne  common  prejudice  amongst  us  as  to  small  paper  issues 
induces  me  here,  when  proposing  an  issue  so  small  as  five 
shillings,  to  record  a late  incident  bearing  on  the  point.  Some 
years  ago,  there  was  a project  for  a kind  of  Pan-Colonial 
Association  in  the  business  centre  of  London,  where,  for  a 
nominal  subscription,  all  the  knowledge  and  experience  of  our 
empire,  documentary  and  personal,  might  be  accessibly  cen- 
tralised. Difficulties  were  paired  off*  with  advantages,  and,  as 
I recollect,  the  latter  had  fairly  mastered  the  field,  when  the 
whole  scheme  went  to  the  ground  under  the  apprehended  cost 
of  time  and  trouble  (to  the  somewhat  amateur  management 
required  at  the  outset)  in  dealing  with  a five  sliilling  sub- 
scription, for  the  expected  thousands  of  membership.  Had 
there  been  a paper  five  shillings  the  project  would  have  gone  on. 

Prospects  of  the  proposed  Issue. 

This  plan,  therefore,  would  be  practically  a note  issue,  self- 
regulated  by  a small  protecting  premium.  It  may  be  objected 
that  the  premium  would  prevent  any  very  large  issue,  as  people 
would  cease  to  pay  it  for  fresh  issues,  when  the  outstanding 
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orders  could  be  bad  all  about  at  par.  If  so,  then  reduce,  or 
even  abolish,  the  charge,  for  the  sake  of  completing  the  main 
object.  But  I have  quite  a different  view  on  that  question. 
Paper  money,  indeed,  is  so  superior  to  metallic  in  convenience,, 
that  even  ordinary  bank  notes  would  command  a premium, 
unless  they  were  tolerably  abundant.  The  absorption  of  the 
small  paper  I propose  for  domestic  circulation  would  be  enor- 
mous ; and  even  after  it  reached  scores  of  millions,  and  would 
turn  up  as  readily  as  florins  and  sovereigns  do  now,  there  are- 
not  many,  I think,  who,  having  a small  remittance  to  make,, 
would  hesitate  to  prefer,  at  its  trifling  charge,  the  clean  and 
authentic  document,  to  be  got  at  once  from  the  ubiquitous- 
post  office. 

This  plan  involves  another  consideration.  The  present 
post  office  order  system  entails  so  much  clerical  work — each 
order,  it  is  said,  causing  as  many  as  nine  separate  entries' 
— that  it  yields  no  revenue.  Prom  my  simpler  plan,  at 
one  half  the  charge,  I would,  on  the  other  hand,  expect  a 
large  balance  of  income  over  cost.  I am  doubtful  also  if  this 
strictly  nominal  and  trouble-giving  special  order  system  is 
really  necessary,  or  is  worth  all  its  two-fold  trouble,  for  it  is 
trouble  to  both  sides — to  public  as  well  as  Government. 

I would  therefore  suggest  to  give  up  altogether  the  present 
“ order  ” in  favour  of  the  proposed  “ bearer  ” system,  with 
however  a provision  to  register  the  bearer  note,  and  to  do  this 
at  a very  small  further  charge  by  registering  the  number- 
only — a very  prompt  and  simple  process.* 

* For  instance,  let  ns  suppose  the  practice  established  to  take  these 
Post  Office  Notes  as  current  money  at  any  office  or  place  for  remittance 
to  any  other  place  or  for  other  monetary  uses.  An  applicant  at  any  one 
place  -vvishes  to  register  for  any  other  place ; a number  is  given  him, 
which  he  sends  to  his  payee,  who  gets  the  note  on  giving  the  number. 
In  that  case  the  office  sends  on  the  note.  But  even  that  trouble  need  not 
be  taken.  The  note  might  be  issued  at  the  payee’s  place. 
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lurther  objects  of  this  Pajper  Issue. 

lieturning  to  my  main  subject,  I did  not,  let  me  remark, 
project  to  the  Banking  Committee  all  this  varied  category. 
Complex  propositions  are  apt  to  be  viewed  unfavourably. 
I suggested  only  to  meet  the  public  convenience  and  preference 
as  to  paper  money ; and  as  connected  with  that  I alluded  to 
the  immense  financial  resource  the  State  would  thereby  deal 
with.  The  latter  is  indeed  yet  a further  consideration,  because 
the  proposed  paper  substitute  would  release  a sum  far  beyond 
any  estimated  anti-crisis  needs.  In  fact,  every  country  of  still 
large  metallic  circulation,  as  well  as  our  own,  might,  with  like 
benefit  in  this  w^ay,  institute  such  a national  fund ; for  to  all 
commercial  countries  a certain  very  considerable  paper  circu- 
lation is  a great  convenience,  apart  altogether  from  the  question 
of  saving.  The  emission  need  not  be  carried  so  far  even  as  to 
dry  up  the  concurrent  circulation  of  specie ; while  any  extreme 
tow-ards  obstructing  Boreign  Exchange  demands,  and,  still 
more,  towards  sending  the  paper  to  a discount,  if  that  were  a 
possibility  in  this  case,  is  not  to  be  thought  of.  It  is  the 
graduated  action,  the  self-regulation,  and  the  perfectly  con- 
trolling pow’er  in  the  hands  of  the  State,  that  give  the  great 
superiority  to  this  open  post  office  order  system,  over  that  of 
ordinary  notes. 

If  such  an  abnormal  access  of  means,  so  to  say,  is  brought 
to  our  ow’n  or  other  States,  let  us  hope  it  may  be  specially 
utilised.  Much  has  been  said  of  the  power  of  even  compara- 
tively small  amounts  when  steadily  applied,  over  a long  term, 
on  the  “ accumulative  ” principle.  If  forty  millions  of  spare 
means  could  be  realised  to  our  Government  from  the  proposed 
source,  and  faithfully  applied  in  this  w^ay,  there  are  perhaps 
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those  now  in  life  who  would  see  such  a sum  extinguish 
eventually  our  whole  national  debt.* 


Further  Remedies  ; Extension  of  the  “ Clearing  ” and  Credit 

Transfer  System. 

I have  yet  one  more  anti-crisis  suggestion.  We  see  what 
credit  transfer  and  clearing  systems  are  doing  within  our  own 
national  walls.  Cannot  such  facilities  be  extended  outside, 
and  made  international  as  well  as  domestic?  If  a London 
banker  be  asked  to-day  whether  a gold  credit  transfer  from  the 
Bank  of  England  in  favor  of  the  Bank  of  Erance  would  save 

* In  view  to  both  preserving  and  utilising  to  the  public  advantage 
the  great  store  of  gold  here  in  question,  I cannot  but  think  a threatening 
danger  has  been  averted  by  the  close  the  other  day  of  the  operations  of 
the  “ Cheque  Bank.”  One  may  regi’et  the  nonsuccess  of  an  intelligently 
planned  and  within  its  intended  range  a very  useful  enterprise ; but 
others,  following  in  and  extending  its  plan,  might  have  re-opened  what 
would  in  effect  have  proved  an  unrestricted  issue  of  paper  money.  In 
this  case  the  Bank  Issue  law  had  been  avoided  by  “ crossing  ” the 
cheque.  It  thus  ceases  to  be  payable  **  to  bearer.”  It  becomes  payable 
only  to  or  through  a banker,  who  stands,  as  it  were,  as  the  holder’s 
agent.  But  this  altemative  form  of  a bank  note  the  public  in  their 
eagerness  for  the  convenience  of  paper  money,  would  soon  have  got 
used  to.  The  large  and  sound  banks  might  first  have  performed  the 
accustoining  process,  and  then  all  and  sundry  others  would  have 
rushed  in  as  well.  The  Cheque  Bank  intended  and  hoped  for  some 
circulation  to  its  issues,  although  adopting  a very  limiting  plan  so  far 
as  that  end  was  concerned.  It  issued  to  customers  books  of  small 
cheques  of  one  pound,  each  of  which  as  paid  away  might  be  filled 
up  with  any  sum  not  exceeding  the  pound.  The  next  step  in  this  new 
form  of  note  issue  would  be  to  issue  cheques  uniform  for  the  definite 
pound  or  other  fixed  and  even  amount.  The  two  modes  together,  thus 
greatly  enlarging  the  range  of  the  convenience  of  paper  money,  would 
have  tended  faster  than  ever  towards  emptying  our  country  of  specie  by 
superseding  its  use.  And  the  danger  thus  begun  might  have  long 
had  an  unchecked  course  owing  to  the  interminable  variety,  or  the 
indecision,  of  view  in  both  the  public  and  the  parliamentary  mind  on 
the  paper-issue  question.  One  chief  cause,  if  not  indeed  the  sole 
cause  of  the  Cheque  Bank’s  failure  was  the  pressure  of  the  uniform 
penny  stamp,  required  on  each  of  its  very  small  cheques.  The  Bank’s 
profit  was  calculated  at  one-fifth  of  a penny  per  cheque,  and  with  a 
large  business  even  this  might  have  sufficed. 
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the  actual  transmissiou  of  the  gold  for  the  temporary  balancing 
of  the  Foreign  Exchange  during  any  sudden  or  other  special 
emergency,  he  will  probably  answer,  as  one  did  actually  answer 
me  the  other  day,  that  gold  being  dearer  for  the  time  in  Paris 
than  London,  the  metal  must  go  bodily  over.  And,  but  for 
our  present  home-banking  facilities,  the  answer  might  have 
been  just  the  same  as  to  Bristol  or  Liverpool,  as  well  as 
Paris.  Telegraphs  and  Bails  now-a-days  make  the  suppl3ung  of 
any  actual  or  permanent  trade  want  for  most  of  the  chief 
centres  outside  of  us  a question  of  hours  only. 

Our  principal  want  towards  an  attainment  of  this  kind  is 
banks  of  large  capital  in  each  country,  alike  for  adequacy  of 
means,  and  a mutuality  of  international  confidence.  Our 
present  great  London  banks,  the  Bank  of  England  of  course 
excepted,  make  no  pretensions  to  capital.  They  do  not  even 
pretend  to  keep  gold  adequate  to  their  own  wants.  They,  one 
and  all,  lean  upon  the  Bank  of  England.  The  drawback  of 
the  position  then,  is  this,  that  such  of  the  present  Banks 
as  approach  the  required  strength  of  capital  are  either 
Government  Institutions,  or,  like  our  Bank  of  England,  are  so 
overlaid  with  government  privilege,  and  government  connection 
generally,  that  the  usual  spur  to  enterprise  under  private  pro- 
prietorship is  unfelt.  Our  great  national  bank  is  a model  of 
safe  and  wise  and  honorable  management,  in  the  old  and  beaten 
track.  But  “ the  Old  Lady  of  Threadneedle  Street,”  in  her 
lofty  respectability,  does  not  condescend  to  yield  to  the  pressure 
of  the  progressive  world  at  her  feet.  Of  necessity  occupying 
.and  filling  up  the  front  b}"  right  and  favor  of  her  great  means 
and  privileges,  she  is  yet  ever  a dead  log  upon  the  car  of 
• progress,  instead  of  taking  the  van  to  help  and  guide  it. 
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Indqmideni  Banh  of  large  capital  wanted. 

Nothing  is  more  wanted  now,  to  lead  freely  this  important 
department  of  the  vast  and  ever  increasing  business  of  our 
country,  than  an  independent  joint  stock  bank  in  London, 
having  twenty  millions  of  .paid-up  capital.  To  such  a propo- 
sition it  will  be  at  once  objected  that  the  prospects  of  profit  are 
not  sufficient  on  so  large  a banking  capital.  The  objection  is 
good  were  there  no  alternative  to  “ ordinary  ” capital  stock. 
But  banking,  as  before  remarked,  is  now  a business  so  regular, 
and  so  well  understood,  that  the  greater  part  of  all  this  capital 
might  be  made  “ preference,”  a.t  a comparatively  small  but  sure 
and  regular  dividend.  If  four-fifths  were  thus  constituted, 
the  prospects  of  a bank  of  such  commanding  means  ought  to  be 
good  for  a fair  dividend  on  the  remaining  fifth.  Nor  would 
such  a bank  be  likely,  in  its  graduated  introduction,  to  affect 
much,  if  indeed  at  all,  those  already  in  the  field;  it  would 
I rather  render  unnecessary  a further  score  of  the  smaller  kind, 

[which  are  otherwise  sure  to  arise,  in  an  early  future,  in 
response  to  our  ever  extending  commerce. 

Pre-eminently  a StocTc  Exchange  Question. 

This  is  pre-eminently  a Stock  Exchange  question,  because 

* 

I!  the  ever  recurring  gust  of  the  financial  crisis,  or  gold  panic, 

rages  and  destroys  chiefly,  if  not  wholly,  in  that  busy  region. 

I But  as  the  Stock  Exchange  has  now  to  do  with  every  man 

and  every  family  having  a hundred  pounds  to  spare,  it  may  be 
I said,  more  directly  and  completely  than  perhaps  any  other 

interest,  to  represent  the  whole  public.  It  may  be  said  of  it 
too  that  while  it  has  now  become  the  great(;st  monetary  institu- 

Ition  in  the  world,  it  is  still  willing  to  practice  the  exemplary 
art  of  remaining  the  least  conspicuous  and  exhibiting  the  least 
pretention. 
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Outside  influence  on  our  Crises — the  late  French  Emperor  and 

French  trade. 

Eeturning  to  the  subject  of  external  influences  upon  crises,  I 
would  remark  that  no  man  attempting  to  deal  with  such  questions 
in  this  country  since  the  middle  of  this  century  could  afford  to 
have  left  out  of  ^dew  the  possible  action  of  the  late  French 
Emperor.  That  remarkable  person,  who  suddenly  dashed  like  a 
bright  comet  into  the  European  system,  proved  a most  important 
economic  agent  for  his  country’s  economic  progress.  With 
an  almost  unlicensed  extravagance  of  public  expenditure,  and 
with,  no  doubt,  a repressive  effect  upon  all  industry  from  the 
perpetual  atteute  as  to  his  next  move  on  the  world’s  chess- 
board, yet  his  wise  trade'  measures  were  all  the  time  increasing 
the  commercial  and  financial  power  of  France  more  than  those 
of  any  of  his  predecessors  in  authority — more,  one  might  even 
say,  than  all  of  them  put  together. 

The  political  considerations  of  the  case  I will  not  interfere 
with ; but  continuing  along  the  economic  line,  there  is  a pecu- 
liar irony  of  fate  in  the  post-empire  proceedings,  when  the 
yenerable  and  illustrious  statesman,  who  took  the  helm  at 
the  great  crisis  of  his  country,  accomplished  an  unparalleled 
financial  operation,  wfliich  the  France  of  quarter  of  a century 
before  could  perhaps  no  more  have  been  capable  of  than  Italy 
for  instance  could  be  now.  Nor  is  the  irony  yet  exhausted  ; 
for  M.  Thiers,  w'hile  in  the  very  act  of  exhibiting,  and  with  all 
becoming  national  pride,  his  country’s  so  lately  acquired  and 
most  surprising  powders,  was  labouring  at  his  very  best  to  under- 
mine them  by  his  trade  repressive  or  “ protective  ” propositions. 

Protection  still  reigns  in  France,  although  M.  Thiers  does 
not.  Conceive  a nation  proud,  and  justly  so,  of  an  exercise  of 
power  so  surpassing  and  so  honorable,  and  yet  turning  upon 
itself,  on  the  very  first  opportunity,  to  enact,  or  rather  to  restore 
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restriction  upon  outside  trading  ! How  are  such  outside 
payments  to  be  made  without  such  trading? 

Considering  how  largely  capital  and  commerce  are  now 
admittedly  concerned  in  questions  of  national  influence  and 
power,  France,  it  may  be  said,  can  at  any  time  enter  upon  a 
course  that  will  rapidly  give  her  again  the  highest  prestige 
among  Continental  nations,  and  that  too  altogether  irrespective 
of  the  uncertainties  and  the  destruction  of  war.  That  law  of 
capital,  which  I have  endeavoured  to  lay  clearly  down  in 
the  follow’ing  paper,  is  decisive  of  the  free  trade  question. 

Form  of  my  Essay ; Mr.  MacleocVs  Views. 

And  now,  before  ending  my  already  too  long  preface,  a few 
words  on  the  order  and  method  of  the  following  essay.  I have 
put  it  in  elementary  form  to  explain  the  better  the  law  of 
capital,  and  the  two  distinct  classes  of  things  of  which  capital 
consists.  The  “Controversial  Note”  suggested  itself  to  me 
from  having  the  good  fortune,  while  engaged  over  what  pre- 
ceded it,  to  meet  with  Mr.  Macleod’s  article  on  “ What  is 
Political  Economy  ” in  the  “ Contemporary  ” of  May  last. 
I cannot  indeed  agree  with  the  accomplished  author’s  views. 
I would  even  say  they  are  surely  peculiar ; only  that  one  ought 
not  lightly  to  brand  one’s  neighbour  in  that  way,  like  the 
American  telling  his  fellow  traveller  that  he  at  once  detected 
him  as  an  Englishman  by  his  pecuhar  twang.  And  in  my 
case  there  would  be  the  less  excuse,  because  I rather  rest 
upon  a long  familiarity  with  tke  practical  business  world — that 
repository  of  infallibility  to  which  all  theory  must  bend — than 
on  being  familiarly  up  to  the  hour  amongst  the  reigning 
experts  of  economic  science  and  all  their  different  views, 
peculiar  or  otherwise.  But  any  w^ay  of  it,  I none  the  less 
enjoyed  and  profited  by  the  author’s  concise  instructive  and 
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masterly  exposition  of  the  history  and  present  position  of  the 
question  of  the  economic  elements. 

Points  of  Difference  ivith  Mr.  Macleocl 

The  causes  of  our  differences  are  not  far  to  seek,  and 
my  principles  may  receive  a better  illustration  by 
being  crossed  with  those  of  this  author.  Mr.  Macleod 
arranges  the  whole  economic  category  imder  three  classes 
of  separate  and  distinct  quantities;  the  first  comprising  the 
whole  of  concrete  wealth ; the  second,  labour ; the  third,  credit. 
The  first  comprises  the  money,  goods,  lands,  buildings,  and  all 
other  the  substantial  items  of  society’s  means.  The  second 
comprises  the  whole  labour  department  in  its  exchangeable 
quality  for  other  values ; and  the  third  is  the  great  world  of 
proprietary  rights,  abstract  rights  he  calls  them,  as  being,  in  his 
view,  distinct  and  independant  things,  and  yet  not  material 
property ; such  as  bank  notes,  share  certificates,  consols, 
advowsons,  and  so  on. 

I shall  not  stop  to  discuss  with  Mr.  Macleod  his  fancy  to 
see,  in  all  these  three  great  classes,  “ that  Political  Economy 
has  nothing  to  do  with  the  things  themselves  (not  even  with 
those  concretes  of  his  first  class  ?)  but  only  with  the  exchanges 
of  rights  to  them.” 

Let  me  go  on  to  more  substantial  differences.  I pass 
of  course  the  first  class.  Eegarding  the  second,  it  seems  to 
me  that  labour  can  be  wealth  or  capital — can  be  in  short 
a subject  of  economic  science — only  when  it  is  bonded,  and 
thus  rendered  a definite  subject  of  exchangeable  value.  It  is  in 
this  sense  that  a slave  is  true  capital,  but  not  a free  man. 
Labour  brings  wealth  into  bang,  but  excepting  in  any  of 
the  various  bonded  forms  I shall  have^occasion  to  aUude  to, 
it  is  not  itself  w'ealth. 
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Of  his  Three  Classes  of  Capital^  the  Third  a “ Bogus  ” EJement. 

But  what  is  Mr.  Macleod’s  third  class,  aud  what  are 
abstract  rights  in  Economics?  So  far  as  the  included  items 
are  representative  paper,  like  bank  notes,  and  share  and  consols’ 
documents,  they  are  rights  to  what  they  represent,  but  the 
things  they  represent  are  already  in  the  other  classes.  Class 
three  is  thus  a “ bogus  ” element.  But  apart  from  this  view, 
the  class  in  question  mixes  up  subjects  that,  with  some  nominal 
or  superficial  resemblance,  are  essentially  different.  It  is  as 
though  we  defined  an  order  of  ploughs  as  comprising  the  Great 
Plough  of  the  Heavens,  as  well  as  the  ordinary  terrestrial  imple- 
ment. Eor  hardly  less  unreal  is  the  clustering  together,  for 
example,  of  consoLs^and  bank  notes,  as  though  they  were  similar 
economic  “ quantities.”  The  .consol  document  represents 
capitalised  labour — the  bonded  industry  of  the  nation ; while  the 
bank  note  again  is  a document  representing  existing  concrete 
A'alue,  a part  in  short  of  the  value  comprised  in  the  first-class. 
This  wiU  better  appear  whsn  we  come,  in  the  sections  on 
Money  and  the  Money  Market,  to  deal  with  Value  in  its  indis- 
criminate relation,  and  with  the  merely  representative  position 
of  the  whole  paper  element.  Meanwhile  a correct  idea  of  my 
point  of  difference  with  Mr.  Macleod  wiU  be  conveyed  if,  for 
the  sake  of  illustration,  we  suppose  his  first  class  to  consist, 
solely,  say  of  bales  of  cottai.  In  that  case  his  third  class 
would  be  their  Dock  AVarraiits.  Now  I hardly  need  to  say 
that  a bale  of  cotton  and  its  warrant  are  not  separate  and 
distinct  quantities,  either  in  aa  economic  or  in  any  other  sense. 
Nor  is  the  fact  that  the  wanaut  “ earmarks  ” its  particular 
value,  while  the  note  comes  in  for  only  general  value,  of  the 
slightest  consequence  as  afiectng  the  principle  of  the  argument. 
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entirely  wanting. 

From  Mr.  Macleod,  I turned  with  increasing  interest  to 
Professor  Jevons.  I may  assume  that  his  able,  clear  and 
comprehensive  theory  of  Political  Economy,  written  but  four 
years  ago,  sums  up  the  present  position  of  the  science.  And . 
yet  I find  either  entirely  wanting,  or  only  slightly  and  incon- 
clusively alluded  to,  certain  views  and  subjects  that  seem  to 
me  at  the  very  basis  of  economics.  In  the  first  place,  the  two 
great  classes  of  capital,  the  floating  or  circulating,  and  the 
fixed,  are  here  hardly  distinguished  at  all,  and  with  no  adequate 
importance  attached  to  the  distiuctiou,  such  as  it  is.*  I think 
I put  these  two  classes  into  plainer  English  by  calling  them 
respectively  our  ‘‘  marketable  requisites,”  and  their  “ producing 
or  supplying  agencies  ” ; and  I must  not  onh'  regard  the  dis- 
tinction between  them  as  clear  and  important,  but  consider 
that  economics  are  intelligible  only  in  proportion  as  we  realize 
the  clearness  of  the  distinction.  Then  again,  of  that  “ law 
of  capital,”  which  I have  endeavoured  to  lay  down,  I do  not 
meet  with  the  slightest  trace.  And  yet  it  appears  to  me 
as  cleaidy  existent  in  economics  as  are  any  of  the  other  princi- 
ples of  the  learned  Professor’s  work,  or  of  his  other  and  later 
volume  on  Money  and  the  Mechanism  of  Exchange,  n ith  all  of 
which  latter  admirable  and  exhaustive  treatise  I am  happy  to 
find  myself  in  complete  accord. 

Personal  Experience  of  Practical  Business  Life. 

It  was  from  getting  a glimpse,  some  few  years  ago,  of  this 
law  of  capital  that  I have  since,  with  much  interest,  occupied 
more  or  less  of  the  leisure  of  a not  very  leisurely  business  life 


* Theory,  pp.  232.3. 
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Lii  thinking  out  the  A\hole  question.  If  other  subjects  were* 
a,  frequent  interruption,  they  were  yet  mostly  of  a kind  not 
unconnected  and  not  unaiding.  Indeed  I have  often  found 
that  a lengthened  and  very  diversified  commercial  experience 
was  quite  as  efficacious  to  me,  in  its  searching  practical  way,, 
as  the  best  books  or  the  most  ingenious  professional  theories.. 
This  essay  on  the  Science  of  Capital  and  Money  is  the  final 
outcome  of  these  few  years’  cogitations.  If  my  views  are 
correct,  not  merely  as  to  the  distinctive  position  of  the  two 
classes  of  capital,  and  as  to  the  law  of  capital,  but  also  as  to  the 
iefiniteness  of  all  the  elementary  subjects  or  quantities  of  the 
science  (see  in  particular  the  Controversial  Xote)  these  viewS' 
must  render  economics  more  easily  and  accurately  intelligible, 
and  also  supply,  if  I may  so  say,  a calculus  by  which  some  of 
its  leading  problems  can  be  put  in  the  fair  way  of  satisfactory 
golution. 


^VESTGAETH. 
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%\t  Stieita  nf  dTapital  anh  Piaiujr. 

INTEODUCTOET. 

In'  presenting  this  paper,  I have  had  in  view  to  illustrate, 
in  a practical  way,  three  principal  questions  of  Economics. 
I may  entitle  them,  respectively,  “The  Law  of  Capital;” 
“The  Position  of  Labour,  considered  as  Capital;”  and  the 
question  of  “ Credit,  viewed  also  as  Capital.”  I will  say  a few 
words,  introductory  and  explanatory,  under  each  head. 

Is  there  a Law  of  Caj^ital  1 

Some  countries  have  large  and  others  small  capital.  Perhaps 
they  are  all  equally  industrious,  and  even  equally  intelligent. 
Is  there  then  any  law  as  to  the  relative  capital  ? And,  again, 
seeing  that  most  civilised  nations  now-a-days  go  on  producing 
and  producing,  with  every  year  more  powerful  and  more 
productive  appliances,  what  prevents  the  amount  of  capital 
being  indefinitely  increased?  What  causes  the  limitation,  if, 
as  is  evidently  the  case,  there  be  some  limiting  cause  ? 

lilustration. 

Ey  way  of  illustration  take  England  and  Prance.  The 
former  has  admittedly  the  greatest  capital.  But  not  only  has 
Prance  a greater  area  and  population,  but  her  people  are  at  the 

very  least  equally  industrious,  and  they  are  notoriously  more 
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frugal.  Then  how  is  the  capital  of  Trance  less?  We  shall 
see  that  the  concurrent  apparatus  of  trading,  which  consists 
mainly  of  the  stock  required  to  be  on  hand,  necessarily  increases 
as  the  trading  extends,  and  diminishes  in  the  opposite  alterna- 
1 tive  ; and  that  this  apparatus,  this  concurrent  balance,  is 

substantially,  of  its  particular  kind,  each  country’s  capital. 
The  reason  of  Trance  having  less  capital  than  England  is  that 
the  former  has  a less  free  or  less  extensive  trading. 

I Are  Labour  and  Credit  respectively  Capital^ 
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Labour  is  Capital  ! Credit  is  Capital ! These  are  loose 
common  expressions,  but  what  is  their  actual  definite  meaning? 
The  remarks  I have  already  had  occasion  to  make  in  my 
preface  on  both  of  these  questions  will  save  the  necessity  of 
much  more  here.  Labour,  that  is  to  say  the  labourer,  using 
the  term  in  its  widest  sense,  creates  capital,  but  is  the  man 
himself  capital  ? There  is  a liability  to  confusion  here.  Common 
sense,  and  the  process  of  the  reductio  ad  ahsurdum,  reply  to  us 
that  he  is  not  capital.  We  must  deal  in  economics  wdth 
definite  things.  The  unengaged  labour  power  of  a free  agent 
is  altogether  an  indefinite  quantity,  and  quite  outside  of 
economic  science.  But  if  the  free  agent  chooses  to  bond  his 
future  industry  by  a valid  agreement ; or  if,  in  any  other  case, 
the  human  industry  is  legally  bonded  by  others  who  have  the 
wiU  and  power,  as  in  the  case  of  a slave,  we  have  at  once  a 
definite  subject  to  deal  wnth : we  have  capital. 

The  credit  question  is  even  more  confusing ; for  as  credit 
seems  a pow’^er  equal  to  capital,  some,  who  are  even  otherwise 
sound  economists,  will  insist  that  it  is  capital  also.  And  so, 
when  the  census  enumerator  comes  in  his  rounds  upon  a man’s 
signature,  and  finds  that  it  has  the  same  power  and  authority 
as  the  man  himself,  he  is  to  put  down  the  signature  as  a 
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second  man  to  the  national  strength ! Taking  a bank  note  as 
the  type  of  this  so-called  credit-capital,  I have  only  to  say  that 
it  stands  in  the  same  relationship  to  the  value  it  represents 
-that  the  man’s  signature  does  to  the  actual  man. 

Ordinary  and  Technical  Language, 

I have  always  endeavoured,  in  what  follows,  to  use  ordinary 
English  speech.  That  is,  however,  very  difficult  in  economics, 
at  least  in  the  very  concise  way  I here  present  them  ; and  the 
consequence  is  apt  to  be  that  the  ordinary  reader  is  not  carried 
.along  wdth  you,  and  w^ont  read  your  dry  subject  twice  or  thrice 
over  to  master  the  difficulty.  I have  even  risked  an  inade- 
quacy of  expression  for  the  sake  of  common  English,  as  with 
such  new  terms  as  “ marketable  requisites,”  and  “ moveables  of 
the  market,”  in  place  of  that  hard  politico-economic  phrase 
“ commodities.”  The  leading  technical  terms,  however,  are 
quite  indispensable,  such  as  “ fioating  ” and  “ fixed  capital,” 
“ medium  of  exchange,”  and  so  on.  To  avoid  using  them  is 
impossible,  but  I have  endeavoured  before  hand  to  make  plain 
what  they  mean,  and  what  subjects  exactly  they  include. 

Reason  of  Title — the  Science  of  Capital  and  Money. 

It  only  remains  here  to  explain  and  justify  my  title.  The 
'Science  of  Capital  and  Money  is  an  expression  that  may  sound 
strange  to  many  ears.  Not  very  long  ago  Professor  Max 
Miiller  gave  us  a surprise  by  describing  that  subject  of  w hich 
he  is  so  great  a master  as  the  science  of  language.  But  the 
term  has  already  the  “household  word”  familiarity.  The 
result  must  prove  the  same  with  my  subject,  and  for  the  like 
reason,  namely,  that  capital  and  money  did  not  arise  out  of 
prescient  contrivance.  As  mankind  w^ere  using  speech,  and 
speaking  by  grammatic  form,  long  before  any  inquiry  was 
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raised  about  speech  or  grammar,  so  were  our  predecessors- 
unwittingly  dealing  with  capital  and  money  long  before  any 
attention  was  called  to  the  origin  or  use  of  either. 

OP  CAPITAL. 

Most  vocations  require  capitaP^  (common  saying). 

I THINK  I can  convey  the  idea  of  capital  most  briefly  and 
clearly  by  the  illustration  of  two  strikingly  different  forms  of 
industrial  life.  Let  us  regard  first  a thinly  scattered  people. 
As  a rule,  each  household  works  for  itself  at  all  the  necessary 
or  customary  vocations  of  its  day.  Turn  now  to  a compact 
society,  such  as  a town.  The  practice  there  is  totally  different, 
for  each,  as  a rule,  works  at  some  special  vocation,  and  the 
whole  body  are  evidently  liring  by  a system  of  mutual 
exchange. 

How  surplus  or  reserve  arises  and  increases. 

Let  us  follow  this  last  sjstem  into  its  results.  It  has  arisen 
from  experience,  or  rather  from  an  instinctive  perception,  that 
a larger  or  better  product  is  born  of  this  system  than  of  the 
other.  As  every  separate  member  works  more  or  less  for 
others,  or  for  the  community  at  large,  he  must,  in  most 
pursuits,  have  some  stock  in  readiness.  When  the  society  is 
considerable,  there  must  be  a proportionate  scale  of  shops, 
warehouses,  factories  and  markets  generally ; and  if  this  large 
exchanging  or  trading  extends  to  a distance,  there  must  be 
superadded  a great  locomotive  and  distributive  apparatus. 
When  the  still  extending  trading  reaches  beyond  seas,  and 
%vhen  whole  nations  intertrade,  then  are  ships  and  cargoes 
brought  into  the  category  ; and  this  apparatus,  proportionately 
increased  in  every  way,  becomes  in  its  collective  magnitude,  a- 
striking  feature  of  this  system. 
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Maintenance  of  Capital  an  expense. 

Nor  must  we  overlook  another  feature  wPich  is  no  less 
-conspicuous  wdien  we  come  to  think  of  it.  This  is  the  cost. 
We  must  recollect  that  the  other  system  did  not  require  this 
great  concurrent  costly  apparatus.  What  is  it  then  that  makes 
good  the  cost  in  the  costlier  system,  or  rather  that  so  much  more 
than  makes  it  good,  that  the  latter  is  ever  the  s}^stem  followed 
wLen  circumstances  admit  ? The  answer  is  that  the  superiority 
of  our  subdivision  system  consists  in  that  larger  and  better 
output  of  industry,  wLich  more  than  makes  good  all  concurrent 
-costs. 

Hoating  Capital  mainly  the  concurrent  trading  balance. 

Now,  all  these  products  of  industry  and  trading  are  capital, 
and  the  concurrent  apparatus  of  trade  is  so  much  of  the  capital 
as  is  of  necessity  unused,  and  in  surplus  or  reserve.  In  the  case 
of  the  scattered  society,  wdth  which  we  began  our  illustration,  the 
small  stocks  of  each  household  are  also  capital ; but  this  form 
of  society  wants  the  great  intertrading  apparatus  that  has 
arisen  to  the  other.  AVe  see  then,  how  this  great  capital 
fund  arises  out  of  trading;  how  it  becomes  a concurrent 
reserve;  how  trade  requirements  maintain  it  in  existence, 
and  trade  extension  ever  increases  the  concurrent  total 
requirement.  As  we  shall  presently  see  w^e  are  speaking 
but  partially  of  capital,  and  chiefly  of  but  one  of  its 
two  kinds.  But  keeping  for  the  present  to  that  particular 
kind,  I may  describe  the  capital  of  every  trading  country  as 
consisting  substantially  of  the  concurrent  balance  on  hand  of 
fhe  things  traded  in. 

THE  LAW^  OF  CAPITAL. 

Hence  are  deducible  several  great  economic  principles  or 
axioms : 1.  The  capital  of  every  country,  or,  to  be  more  precise, 
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every  country’s  capital-capacity,  is  proportioned — other  con-^ 
ditions  being  equal— to  the  extent  of  the  trading.  2.  The 
concurrent  apparatus  being  indispensable,  there  arises  thence 
the  remuneration  of  capital.  3.  The  apparatus  being  an 
expense  which  every  one  affected  is  concerned  to  keep  at  the 
lowest,  there  results  the  limitation  of  capital.  These  principles- 
comprise  what  I call  the  law  of  capital. 

CAPITAL  IS  OF  TWO  KIXDS. 

MarJcetable  Requisites  ; 2nd  Suqyplying  Agencies. 

I have  been  speaking  hitherto,  mainly,  although  not  wholly,, 
of  only  one  kind  of  capital,  while  there  are  two  kinds,  and 
these,  in  their  aggregate  character  and  uses  quite  distinct  from 
each  other.  These  are,  respectively,  the  Marketable  Eequisites 
of  our  daily  life  and  business,  which  are  the  kind  of  capital 
I have  as  yet  chiefly  alluded  to,  and  the  hleans  or  Instruments 
of  supplying  them.  The  first  are  all  the  moveables  of  the 
market,  and  hence  technically,  and  not  unappropriately,  called 
floating  or  circulating  capital.  The  second,  comprising  lands, 
mines,  buildings,  railways,  and  other  “ realties,”  have  with  like 
propriety  the  title  of  fixed  capital. 

Legal  Equivalents,  Chattel  and  Real. 

The  legal  terms,  chattel  and  real  property,  as  standing 
respectively  for  floating  and  fixed  capital,  are  not  however 
entirely,  although  they  are  generally,  identical  as  to  their 
respective  components  in  economics.  That  great  section  of 
modern  capital,  of  which  the  type  is  our  Consols  and  other 
national  obligations,  is  chattel  in  law,  while  it  classes  with 
fixed  capital  in  our  science.  It  is  capitalised  labour;  and 
in  that  bonded  or  definite  form  which  is  the  only  mode  in  which 
labour  can  be  recognised  as  economic  capital. 
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Distinct  Character  of  the  two  Capitals. 

We  cannot  keep  too  clearly  in  view  the  distinct  character 
of  the  two  classes  of  capital,  because  in  doing  so  we  have 
the  prime  key  to  the  right  understanding  of  all  economic 
questions.  The  one  class  is,  as  I have  said,  the  requisites 
of  life  and  business ; the  other  the  agencies  or  instruments 
that  supply  these  requisites.  The  world’s  immediate  require- 
ments are  all  of  the  first  class.  When  England  makes  a loan 
to  outside  applicants,  it  is  all  based  on  this  class.  Her  loan 
consists  of  value  transferred  outside  of  her,  b}’’  means  of  these 
marketable  requisites,  which  her  foreign  trading  lays  down 
to  her  command.  She  cannot  loan  her  fixed  capital,  simply 
because  that  is  not  the  requirements  themselves,  but  only  the 
machinery  for  supplying  them.  That  fixed  machinery  is  indeed, 
in  its  varied  totality,  a grand  capital  of  its  kind,  but  its  use  is  to 
create  and  keep  up  the  supply  of  what  is  loanable  and 
usable  for  either  our  own  wants  or  those  of  others.  The  great 
concurrent  balance  of  these  usable  and  loanable  means  makes 
us  a country]  of  great  capital.  The  amount  is,  caeieris 
paribus,  proportioned  to  the  extent  and  free-play  of  our 
trading.  Thus,  in  normal  circumstances,  we  have  ever  on 
hand  a huge  disposable  fund  of  ready  means,  and  whenever 
great  expenditure  or  sudden  necessities  unusually  reduce 
that  fund,  our  country’s  vast  productive  power,  which  is 
at  once  consequence  and  cause  of  her  large  free  trading,  is 
effectively  at  work  to  make  it  good  again.  Every  country, 
that  is  to  say,  tends  to  work  up  to  and  remain  at  and 
about  its  capital -capacity. 

General  application  of  Law  of  Capital. 

Eepeating  that  capital  consists  of  these- two  subjects,  our 
marketable  requisites  and  their  supplying  agencies,  I go  on  to 
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•emark  that  the  progress  and  well-being  of  every  country 
lepend  substantially  on  the  improvement  or  the  increase  of  the 
! atter.  Economically  speaking,  that  means  the  conversion  of 
loating  into  fixed  capital,  a process  that  either  improves  old 
Droducing  agencies  or  creates  new  ones.  In  common  language 
: t means  construction  and  enterprise  of  every  kind  that,  by  its 
prospect  of  usefulness,  is  expected  to  yield  a profit.  The  extent 
1 o which  this  progress  can  be  carried  depends  mainly  upon  the 
i upplies  available  in  the  other  class  of  capital,  while  that  again 
i 3 regulated  mainly  by  the  relative  remuneration.  And  thus  we 

{ ee  that  the  law  of  capital,  directly  or  indirectly,  pervades  the 
i ntire  field. 

OE  MONET. 

The  “ Fecunia”  of  Tradition. 

OiTE  may  readily  see  that  in  a pastoral  state,  which  is  one  of 
t he  very  early  conditions  of  society,  an  ox  or  a sheep  would  be 
a natural  and  convenient  payment  for  any  service  received,  or 
auy  other  kind  of  obligation.  We  may  thus  accept  the 
i nmortal  ;pecunia  of  tradition,  which  has  now  such  wide 
associations.  The  live  stock  of  a pastoral  condition  are  still 

s)  used,  and  in  such  operations,  whether  past  or  present, 

\ ’hether  regular  or  casual,  w^e  have  money.  But  I shall  find  a 
t etter  illustration  elsewhere  of  the  rise  of  money,  and  of  the 
V 'ay  in  which  it  has  graduated  into  its  present  aspects. 

Origin  of  Money, 

Let  us  again  take  a compact  instead  of  a scattered  society, 
f o soon  as  the  industry  has  become  good  for  some  surplus, 
t here  will  be  a tendency  among  those  who  possess  the  surplus 

t ) make  temporary  or  partial  investments.  They  will  exchange 
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auy  unrequired  stock  of  their  own  special  production  for  some- 
thing else  that  is  in  more  general  demand,  and  is  therefore 
more  realisable.  There  might  seem  at  first  a number  of 
articles  suitable  in  that  w'ay.  But  the  natural  tendency  w'ould 
be  to  gradually  settle  dowm  upon  some  one  article,  which  thus 
acquires  a greatly  increased  range  of  dealing,  with  the  corres- 
ponding ready  negotiability,  and  thus  commands  a surpassing 
attention  as  being  the  article  every  one  seems  W'anting  and 
every  one  ready  to  deal  with  and  for.  The  metals  generally 
are  best  suited  for  this  use,  and,  amongst  others,  copper  or 
bronze,  and,  perhaps,  later  on,  iron,  have  been  so  used  in  early 
European  commerce,  w'hile  among  the  still  earlier  and  wealthier 
Orientals  it  has  been  silver.  A copper  bolt  or  an  iron  bar, 
being  articles  just  at  that  stage  whence  they  branch  off"  to  fifty 
different  purposes  of  subsequent  manufacture,  must  seem  a 
very  reliable,  because  so  very  reconvertible  a sort  of  temporary 
investment. 

At  first  indistmguisliahle  from  Merchandise. 

Now  let  us  trace  wEat  would  follow  almost  at  once  on  this 
practice,  out  of  the  simple  instincts  of  convenience.  The 
familiar  bolt  or  bar  would  be  ever  brought  into  the  account  to 
facilitate  exchanges  generally,  simply  because  people  would 
find  that,  although  an  apparently  round  about  process,  they 
thus  got  on  surer  and  even  faster  than  by  direct  exchanging. 
Next,  a habit  would  arise  of  valuing  things  in  the  bars ; and, 
further  on — not,  perhaps,  much  further  on — the  same  instinct 
of  convenience  would  suggest  that,  as  to  the  time  bargains  that 
are  sure  to  come  in  dealing  with  surpluses,  the  best  kind  of 
yalue — the  most  conveniently  accessible  to  the  debtor,  and  the 
most  readily  disposible  for  the  receiving  creditor — ^would  be 
those  surpassingly  negotiable  bars.  Thus  we  have,  successively 
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or  contemporaneously,  arrived  at  a medium  of  exchange,  a 
measure  of  value,  a standard  of  value,  and  a currency.  And  it 
must  further  be  kept  in  mind  that  the  medium,  the  measure,  the 
standard  and  the  currency,  are  as  yet  in  no  way  whatever  ' 
distinguishable  from  other  articles  of  the  market,  further  than 
that  the  particular  article  common  to  them  all  is  more  often 
used — more  often  bought  and  sold. 

How  distinction  arose. 

The  early  money  of  Eome  was  copper  rings.  The  trader 
who  first  thought  of  doubling  the  bolt  into  a ring  for  the  more 
convenient  carriage  of  an  article  that  was  getting,  as  he  might 
have  noticed,  a good  deal  of  shifting  about,  may  be  credited  as 
the  man  who  first  exposed  money  to  his  age  and  country.  The 
rings  would  naturally  remain  in  circulation,  while  the  bolta 
continued  to  go  to  the  factory.  Thence  would  arise  a dis- 
tinction, of  which  the  trader  had  not  before  been  conscious,  and 

the  distinct  ideas  of  money  and  merchandise  follow  as  of 
course. 

Money  not  of  prescient  contrivance,  hut  afterwards  conventionally 

modified. 

Up  to  this  stage  aU  has  been  an  undesigned,  and  as  to 
those  concerned  even  an  unwitting  development.  But  from 
this  stage  forward  all  comes  of  design  and  convention.  The 
convenience  of  dealing  in  value,  without  reference  to  the 
particular  items  of  property  that  make  it  up,  has  already 
begun,  and  the  subdivision  of  the  ring,  for  the  sake  of  smaller 
values,  soon  follows.  The  artistic  sense  comes  in  next,  and 
the  rude  lumps  are  made  shapely,  a movement  that  ends  in 
coinage.  Then  as  trade  increases,  and  society  gets  richer,, 
scarcer  or  dearer  metals  are  employed,  for  the  sake  of  less 
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bulk  or  weight,  that  is  to  say,  the  “ precious  metals  ” como 
in,  and  thus  we  gradually  arrive  at  all  the  modern  disguise 
of  money.  But  there  is  nothing  in  all  this  that  loses  to  money 
its  original  simple  relationship.  It  is  not  a thing  sui  generis, 
as  superficial  popular  view  ever  sees  it.  It  is  still  as  before 
one  or  more  of  the  articles  of  the  market,  that  are  generally 
but  not  of  necessity  exclusively,  used  to  facilitate  the  valuing 
and  exchanging  of  the  whole  stock. 

Money  must  have  arisen  in  some  such  way  as  I have 
described,  and  the  one  or  more  articles  originally  used  must 
have  been  so  used  because  they  were  in  a distinguishable 
degree,  in  their  day,  the  requisites  of  life  or  business.  That 
is  to  say,  early  money  was  the  common  merchandise  of  its 
day,  until  society  caught  the  perception  of  money’s  functions, 
and  then  in  conseq^uence  made  various  convenient  or  profitable 
adaptations. 

Exceptional  money  not  really  such. 


The  apparent  exceptions  to  this  rule  would  be  found  only 
apparent,  if  we  could  but  trace  their  entire  history.  The 
odd  feature  of  cowrie  money,  for  instance,  while  due  partly 
perhaps  to  the  custom  of  wearing  shells  as  ornaments,  may  be 
due  much  more  to  their  having  been  the  playthings  of  childhood 
continued  as  valuables  into  later  life  in  a semi-civilization 
that  could  only  boast  at  the  best  of  “ children  of  a larger 
growth.”  The  case  is  much  as  though  the  marbles  of  our 
boyhood  survived  in  unbroken  importance  into  later  life.  I 
can  still  myself  recollect  the  three  grades  of  value  in  this 
juvenile  money,  the  actual  marble  ball,  the  stone  and  the 
clay,  which  were  the  ready  pounds,  shillings,  and  pence  of 
school  life. 
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Base,  or  Tolcen,  or  other  Short-value  Money;  and  valueless,  hut 

representative  Taper  Money. 

Prior  to  the  detection  of  the  action  of  mone}^  and  con- 
sequently of  the  notion  of  a currency,  the  idea  of  saving  by 
means  of  a cheap  or  debased  substitute  probably  never  occurred 
to  any  trader,  except  in  the  light  of  dishonesty.  There  might 
have  been  credit  between  one  and  another  for  partial  or 
deferred  deliveries,  but  all  would  mean  Iona  fide  delivery 
eventually.  The  idea  for  instance  of  an  outstanding  piece  of 
paper  representing  permanently  some  portion  of  stock  was, 
perhaps,  as  unreal  to  our  early  traders  as  to  have  part  or 
all  of  their  daily  dinner  thus  represented.  But  money’s  func- 
tion once  perceived,  all  these  profit-making  arrangements  open 
so  readily  to  view,  that,  aiming  as  I do  at  concise  exposition 
I do  not  need  further  to  follow  them ; and  so  I pass  on  to 


THE  MOXEY  MAEKET. 

What  is  the  Money  Market  ? There  will  be  the  less  difficulty 

m answering  this  usually  puzzhng  question,  if  we  keep 

dearly  in  view  some  points  I have  already  raised,  namely,  first, 

the  distinction  between  the  two  kinds  of  capital ; second,  thj 

dealing  indiscriminately  in  value,  which  follows  on  the  use  of 

money ; and  third,  the  purely  representative  character  of  the 

“ paper,”  through  whose  medium  chiefly  the  Money  Market 
works. 


TT  hat  the  J\Ioney  2Iarhet  comprises. 

The  Money  Market,  then,  consists  of  anything  brought  into 
it  for  dealing,  valued  in  money,  and  represented  by  paper.  It 
includes,  however,  the  specie  of  circulation,  as  well  as  the  note 
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issues ; for  bankers,  and  other  money  dealers,  have  in  their  tills,, 
in  respect  to  money,  alike  the  representative  and  the  thing 
represented.  In  respect  to  capital,  or  property,  other  than 
money,  they  deal  usually  only  with  the  representative  paper. 
I may  add  that  I prefer  to  speak  of  the  Money  Market  as 
being  the  things  dealt  in,  rather  than  the  dealers  in  the  things, 
such  as  the  bankers,  bill  brokers  and  others,  ho  constitute 
“ the  market  ” in  the  alternative  view. 

Dealing  in  indiscriminate  value. 

The  term  “Money  Market,”  then,  has  arisen, because  everything 
there  is  valued  in  money,  and  all  dealing  is  in  and  for  money. 
Erom  this  valuing  in  money  arise  all  the  facilities  of  dealing  in- 
discriminately with  the  great  aggregate  of  Value.  AVe  buy  or 
sell  particular  things,  but  we  contract  to  repay  or  be  repaid 
Value  in  Money.  The  concurrent  general  stock  is  comparatively 
undisturbed  underneath  all  the  bills,  cheques,  bank  notes,  and 
other  paper  forms  that,  in  ceaseless  circulation,  and  in  the  most 
convenient  sub-division  of  amount,  represent,  convey  and  trans- 
fer portions  of  its  value. 

Any  difficulty  in  following  all  this  process  arises  chiefly  fi’om 
the  popular  impression  that  it  is  the  result  of  contrivance  and 
foresight,  and  not,  as  it  really  is,  the  practical  outcome  of  every- 
one suiting  his  ow  n convenience  ; the  simple  result,  in  short,  of 
the  self-drift  of  the  marJcet.  TV  e are  apt  to  fancy  that  at  some 
stage  or  other  of  the  past  our  very  knowing  ancestors  had 
called  a halt,  as  it  were,  over  the  intolerable  entanglement  into 
which  the  original  bartering  had  brought  them,  in  order  to  sub- 
stitute the  more  convenient  use  of  money.  The  language  of 
economists  has  not  always  been  sufficienly  guarded  to  keep  us 
out  of  this  pitfall ; and  even  to  this  day,  in  respectable  treatises 
and  encyclopaedias  on  economic  subjects,  we  meet  with  such 
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negligent  phrases,  to  say  the  least  of  them,  as  “ The  discovery 
of  Money,”  or  “ The  invention  of  Currency.” 

Projportion  of  Money  to  other  things. 

The  proportion  of  actual  money,  that  is,  of  specie,  required 
in  the  market,  is  usually  small.  Its  amount,  relatively  to  the 
total  trading,  depends  mainly  on  the  modes  of  business.  In 
these  days  of  public  security,  and  of  mutual  business  confidence, 
of  banking  facilities,  and  of  the  economy  of  paper  substitutes, 
the  proportion  may  be  very  small  indeed.  In  ruder  and  less 
secure  times,  money  has  always  been,  and  must  always  be,  in 
larger  proportion  to  the  business  done,  so  that  this  economic 
feature  finnishes  no  unfair  test  of  civilised  condition.  A rela- 
tively great  amount  of  burdensome  and  costly  money  is  to  the 
disadvantage  of  society  somewhat  as  a vehicle,  cumbrously  heavy 
relatively  to  passengers  and  other  contents,  is  to  disadvantage 
in  transport. 

But  whatever  the  amount  of  money  needed,  accessions  or 
diminutions  have  the  same  effect  in  lowering  or  raising  the  ex- 
changeable or  purchasing  power  of  money,  as  such  incidents 
have  on  that  of  other  articles.  Metallic  money  in  overstock 
finds  its  level  by  passing  into  the  market  as  merchandise.  But 
if  such  relief  is  barred ; if  an  excessive  supply  should  be  of  a 
kind  that  cannot  be  thus  disposed  of ; if  it  consist,  for  instance, 
of  a large  authorative  issue  of  very  base  money,  or  if  this 
superabundant  money  be  inconvertible  paper,  there  may  be 
quite  an  unlimited  reduction  in  its  exchanging  power. 

Tivo  Distinct  Senses  of  Va/ue  of  Money.” 

There  are  two  very  different  senses  of  value  in  speaking  of 

L money,  which  I hope,  now  we  have  got  into  the  money  market, 

we  can  clearly  distinguish.  That  every-day  business  phrase» 
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The  value  of  Money,  is  now  used  wholly  and  solely  in  the  sense 
of  floating  capital,  as  between  a lender  of  it  and  a borrower ; 
and  very  appropriately  this  stock  has  acquired  in  the  market 
the  name  of  Loanable  Cajyital.  The  other  meaning  is  that 
Value  in  Exchange,  which  makes  gold  worth  more  than  silver, 
and  silver  than  still  commoner  metals ; that  makes,  in  short, 
every  article  in  the  market  have  its  own  price,  according  to  its 
own  bundle  of  circumstances. 

Analysis  of  the  Money  Marhet. 

Let  us  now  survey  and  analyse  the  Money  Market.  Its 
main  component  is  those  “ requisites  ” I have  alluded  to ; that 
is  to  say,  it  is  they  mainly  that  lie  behind  the  representation  of 
the  paper.  It  is  they  that  are  wanted  by  every  borrower,  and 
the  security  given  by  the  borrower  is  mainly  of  the  same  kind. 
The  type  of  this  security  is  the  “ trade  bill,”  a document  repre- 
senting a value  that  has  presumably  passed,  in  the  requisites,  to 
the  acceptor,  who  is  thus  trusted  to  have  in  readiness  a value 
of  the  same  kind  for  the  redemption  of  his  obligation  when  due. 

But  the  Money  Market,  as  every  one  knows,  is  not  purely 
of  this  kind  of  dealing.  These  requisites,  or  commodities,  or 
moveables  of  the  market,  are,  as  I have  said,  floating  capital,  as 
distinguished  from  fixed  capital.  They  are  the  ready  money  of 
business,  as  distinguished  from  the  deferred  or  fixed  investment. 
The  custom  already  alluded  to  of  valuing  everything  in 
money,  and  of  buying  and  selling  everything  for  money,  is  the 
cause  of  our  having  slipped  into  this  universal  habit  of  calling 
all  this  property  money  or  ready  money.  I use  advisedly  the 
word  “slipped,'*  because  it  at  once  represents  the  true  idea 
and  opposes  the  popular  fallacy  that  all  these  so  evident 
facilities  are  so  many  convenient  arrangements  that  have 
been  foreseen  and  designed  by  our  remarkably  intelligent 
predecessors. 
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BUls,  cheques,  warrants,  bills  of  lading,  any  forms  of 
negotiable  paper  ” are  then  the  main  constituents  of 
the  Money  Market.  The  business  done  is  in  and  for  the 
« Eequisites,”  that  is,  the  Loanable,  Usable  or  Floating 
Capital.  The  demand  is  all  solely  for  this  kind,  because^ 
as  I explained  before,  the  other  kind  is  only  the  source  or 
instrument  of  supply.  This  instrument,  the  fixed  capital, 
IS  the  pump-well  that  day  by  day  afibrds  water  to  its  many 
applicants,  none  of  whom,  however,  dreams  of  using  the  pump 

itself  in  any  other  \\-ay  than  as  a supplying  agency  of  the 
usable  water. 

Banicing. 

But  the  security  given  for  this  loanable  stock,  although 
mainly,  is  far  from  whoUy  of  the  same  kind.  The  typical 
money  market  dealing  may  be  described  as  being  for  short  term 
advances  of  the  loanable  capital , repayable  in  the  same  kind.  This 
is  properly  and  distinctively  banking,  because  all  the  capital, 
the  receipts  and  deposits,  of  the  banker,  are  of  this  kind; 
and  he  is  liable  to  his  customers,  not  merely  for  the  ultimate 
safety,  but  also  for  the  prompt  return,  of  this  class  of  means 
x\hen  wanted.  Matters  however  are  not  usually,  in  practice,, 
conducted  so  strictly,  nor  is  such  strictness  always  necessary. 
Many  well  managed  banks  make  regular  and  even  considerable 
excursions  into  the  domains  of  fixed  capital,  getting  with  perfect 
safety  the  usuaUy  higher  interest  in  that  direction,  provided 
they  keep  to  the  more  realisable  kind  of  it,  like  that  of  the 
totock  Exchange.  The  danger  is  in  the  comparatively  unrealis- 
able ; that  is,  in  discounting  the  “ long  bills  ” that  represent 
progressive  railway  making,  house  building,  land  improving, 
and  so  forth.  This  security  may  be  all  good  enough  eventually, 
and  very  suitable  for  those  who  can  spare  their  means  sufficiently 
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long  for  the  security  “ to  turn  itself  round ; ” but  it  is  not 
of  the  kind  to  meet  the  bills  put  forward  to  represent  it. 
These  can  be  met  only  by  renewal,  and  if  this  sort  of  thing 
happens  to  have  been  done  simultaneously  upon  a large  scale 
by  those  dealing  in  ready  money  at  call  or  short  notice,  the 
consequence  is  a crisis. 

The  reason  why  bankers  and  others  can  thus  go  safely,  to 
a certain  extent,  with  their  ready  money  into  fixed  securities  is 
that,  as  already  stated,  there  is  a continuous  surplus  beyond 
consumption  ever  welling  over  from  our  national  industry. 
For  this  surplus  the  Stock  Exchange  is  ever  one  of  the  chief 
outlets,  representing,  as  that  great  modern  institution  does, 
inter  alia,  the  formidable  borrowings  of  governments,  based  on 
the  security  of  the  bonded  industry  of  their  respective  peoples. 

Business  Outside  the  Money  Marlcet. 

The  securities  offered  in  the  Money  Market,  therefore 
although  chiefly,  are  very  far  from  wholly  of  the  “ trade  bill 
class.”  Nor  in  the  interests  of  progress  is  it  either  necessary 
or  desirable  they  should  be.  A fair  general  understanding  of 
the  Money  Market  will  limit  it,  in  a general  way,  to  loan 
operations  not  exceeding  a term  of  six  months.  In  all  the  free- 
dom of  negotiation,  and  in  the  endless  diversity  of  circumstances, 
there  must  be  many  and  frequent  exceptions ; but  their  com- 
parative total  will,  I think,  be  always  insignificant.  Now,  this 
Kmitation  leaves  outside  of  what  is  thus  distinctively  the 
Money  Market  a very  large  class  of  loan  operations,  which  may 
be  described  as  of  the  same  kind  with  a difference.  The 
difference,  collectively,  usually  consists  in,  1st — a longer  term,, 
and,  as  in  the  mortgage  deed  or  debenture  bond,  a periodical 
payment  of  interest ; 2nd — in  the  security  being,  as  the  rule, 
of  the  fixed  kind ; 3rd — in  the  practice,  as  the  rule,  of  specially 
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attaching  or  “ear-marking”  the  security,  as  with  liens  aud 
mortgages,  while  Money  Market  practice,  as  with  bank  notes  ’ 
cheques  and  bills  of  exchange,  is  to  rest  upon  general  indis- 
criminate value,  coming  and  going  in  the  hands  of  solvent 
borrowers.  There  are,  however,  large  exceptions  in  either  class; 
for  bills  of  lading  and  ^A■arrants  in  the  money  market  are 
oarmarkers,  while  the  vast  total  of  national  obligations,  large 
sections  of  life  insurance  representative  documents,  and  so 
■on,  have  not,  or  cannot  have,  any  earmarking. 

IXTEEEST  OF  MONEY. 

It  will  now,  I trust,  be  readily  seen  that  interest  of  money 
simply  means  the  return  for  these  loans  of  usable  capital. 
What  has  been  advanced  is  all  of  the  one  kind,  whether  on  the 
security  of  the  same  kind,  or  of  the  fixed  kind.  I pass 
therefore  at  once  to  a further  section  of  this  subject,  which,  if 
equally  simple  Avith  the  interest  question,  as  I think  it  is,  has 
had  at  any  rate  a very  contentious  handling,  namely,  the 
causes  of  the 

FLUCTUATION  IN  THE  EATE  OF  INTEEEST. 

Let  US  recollect  that  our  loanable  capital  consists  substan- 
tially of  the  concurrent  balance  on  hand  of  our  trading  stock, 
AA'hich  circulates  everywhere  through  the  facility  of  dealing  in 
general  undistinguishing  value.  WhateA^er,  therefore,  at  any 
time  materially’’  adds  to  or  talves  from  the  sort  of  normal 
aA’erage  stock  balance  that  is  due,  so  to  say,  to  our  current 
capital-capacity,  produces  abnormal,  that  is,  unusual  rates  of 
interest,  AA'hether  high  or  Ioav.  M hen  a great  harvest  fills  us 
AA’ith  extra  loanable  capital,  dou’n  goes  the  rate ; and  Avhen  a 
bad  harvest  or  a national  AA'ar  reduces  our  supply,  the  screAv 
takes  the  opposite  turn.  In  countries  like  ours  of  great  capital. 
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intelligently  managed,  the  action,  Under  causes  apparently  so 
sharp,  is  wonderfully  graduated.  Each  returning  harA'est  is  a 
sudden  and  huge  inrush  of  means ; but,  unless  it  be  an 
unusually  large  or  unusually  small  harA^est,  there  is  hardly,  if 
at  all,  a difference  in  the  rate  of  interest.  The  case  is  very 
different  in  countries  of  small  capital ; and  in  the  smaller- 
capital  days  of  our  own  ancestry,  some  centuries  ago,  the 
inpour  of  each  harvest  generally  superseded  a condition  of 
famine  by  one  of  superabundance,  Avhen  gram  fell  seventy-fiA*e 
per  cent.,  and  “ moneyy”  hardly  to  be  seen  before,  Avent  a 
begging. 

There  is  a someAvhat  exceptional  class  of  interest-rate  move- 
i ments  connected  Avith  “ gold  panics  ” or  financial,  as  distin- 
guished from  more  the  general  commercial  crisis.  I have 
alluded  to  them  in  my  Preface  (p.  8),  and  again  in  the 
section  folloAving  (on  Crises).  They  familiarize  us  Avith 
f anomalous-looking  moA'ements  of  the  Bank  of  England,  as,  for 
instance,  in  the  discount  rate  rising  at  times  when  there  is 
[ evidently  not  the  least  additional  demand  for  discount,  the 

' Bank  so  doing  precautionarily  to  protect  its  gold  reserve. 

( This  is  a consequence  of  our  habit  of  making  the  Bank 

^ practically  the  sole  repository  of  gold  in  the  country,  and 

generally  of  ranning  far  too  closely  the  economising  of  specie. 
If  other  banks  kept  each  its  adequate  coin  reserA'e,  or  if  there 
Avere  some  such  method  as  I haA’e  proposed  Avith  our  great  but 
nnmarshalled  gold  resources,  this  anomaly  Avould  be  of  less 
common  occurrence. 

I need  hardly  noAV  add  that,  although  there  is  still  a very 
general  popular  idea  that,  by  some  adroit  manipulation  with 
note  issues,  the  rate  of  interest  may  be  kept  steady,  so  as  to 
prevent  its  many  injurious  fluctuations,”  no  such  thing  is 
possible.  Nor  is  it  desirable  or  advantageous.  The  loAvering 
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rate,  proclaiming  increased  supplies,  invites  to  a still  larger  use 

of  those  means  of  all  enterprise  and  progress.  The  advancing 

rate,  on  the  other  hand,  warns  that,  from  whatever  cause,  the 

current  supplies  are  short,  and  must  for  the  time  be  husbanded 

under  the  protection  of  the  higher  charge.  We  can  enjoy  an 

unchanging  rate  of  interest  only  in  the  impossible,  and  surely 

\ery  undesirable,  condition  of  a state  of  non-change  all  over 
the  world. 

OF  CEISES. 

Nature  and  Causes  of  Crises. 

These  preceding  remarks  bring  us  to  the  threshold  of  the 
explanation  of  crises.  The  simplest  account  of  a crisis  is  that 
it  is  the  result  of  aa  expenditure  beyond  what  can  be  con- 
veniently spared  out  of  the  current  ready  means.  From  whatever 
cause,  we  have  spent,  or  misdirected,  or  otherwise  locked  up 
so  much  of  our  loanable  capital,  as  to  make  the  supply  for  tho 
time  inconveniently  small  for  general  business  purposes. 
Ciises  may  be  partial,  as  when  leading  branches  of  our  trade 
are  overdone,  or  when  we  have  overdone  general  business  in 
particular  places.  Such  limited  crises  are  often  occurring  with- 
out doing  much  general  damage  or  attracting  much  attention. 
Only  great  and  general  crises  need  now  claim  our  notice.  Often 
a succession  of  good  harvests  leads  to  a great  general  crisis,  from 
starting  a great  scale  of  expenditure  that  does  not  cease  with 
the  extra-harvests  that  caused  it.  If  it  did  so  cease  there  could: 
be  no  crisis.  But  our  habit  of  beginning  enterprise  on  tha 
instalment  system,  and  spreading  liabilities  into  the  future  hko' 
a fan,  is  ever  a great  cause  of  crises. 

While  an  extra-good  harvest  brings  those  “good  times’^ 
that  are  ever  associated  with  “ plenty  of  money,”  an  extra-bad 
harvest,  it  might  be  thought,  ought,  upon  the  above  principles, 
to  lead  at  once  to  a crisis ; and  but  for  our  large  and  well 
managed  capital  already  spoken  of,  that  would  certainly  be  the 
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result.  In  countries  of  small  capital,  as  we  have  just  seen 
with  regard  to  the  kindred  and  premonitory  subject  of  the 
interest  rate,  it  is  unfailingly  so.  But  as  a large  capital  means 
simply  a great  concurrent  stock  on  hand  of  all  the  requisites  of 
life  and  business,  a country  that  has  this  fund  to  fall  back  upon 
can  tide  over  and  equalise  considerable  fluctuations  in  its  usual 
periodical  harvest  receipts.  A mere  ordinarily  bad  harvest, 
especially  since  the  freedom  of  our  corn  trade,  is  generally 
insufficient  of  itself  to  make  a crisis  in  England.  Something 
is  wanted  ere  our  capital  vitals  are  seriously  enough  affected, 
such  for  instance  as  the  great  railway  expenditure  of  1844-6, 
or  the  war  and  other  expenditure  of  1854-7,  or  that  unpre- 
cedented misdirection  of  industry,  and  excessive  general 
expenditure,  whether  misdirected  or  the  reverse,  that  came 
upon  our  country  for  several  busy  y’^ears  after  the  passing  of  the 
Limited  Liability  Act  of  1862,  and  ended  in  the  greatest  of  our 
crises,  that  of  1866. 

The  popular  view  of  crises  is  apt  to  be  just  the  reverse  of  all 
this,  because  it  is  associated  with  the  unfailing  external  feature 
of  dull  markets  and  overstock.  This  must  be  the  immediate 
result  of  reaction  upon  any  general  extravagance.  The 
dulness  is  in  things  unsuitable  or  in  overstock.  When 
society’s  means  are  for  the  time  sensibly  reduced,  the  unsuit- 
able and  the  overstock  are  apt  to  be  found  in  increased  degree. 
But  any  recruitment  of  society’s  means  that  is  of  a general 
nature  tells  at  once,  and  thus  it  is  that  when  one  or  more  good 
harvests  follow  any  great  crisis  there  is  very  sensible 
mitigation. 

The  Poj^ular  Ten  Tears'  Crisis  Interval, 

A strong  popular  impression,  not  by  any  means  unsupported 
by  appearances,  in  a retrospect  of  crises  for  sixty  years  past, 
assigns  to  these  striking  features  a periodical  recurrence  at 
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average  intervals  of  about  ten  years.  There  are  some  important 
qualifying  considerations  that  alfect  this  rather  curious  ques- 
tion. If  our  trade  really  went  into  those  periodical  crisis 
waves  when  comparatively  checked  and  isolated  by  old  pro- 
tectionist arrangements,  has  there  b(;en  any  change,  and,  if  so, 
of  what  character,  since  our  era  of  greater  trading  freedom  ? 
And,  again,  has  our  remarkable  trade  extension  brought  in  any 
new  features,  if  it  has  altered  or  abolished  the  old  ones  ? 
And,  lastly,  may  not  the  ten  years  period  have  some  foundation 
in  our  common  human  nature,  which,  ever  tending  too  fast 
ahead,  gets  once  and  again  a check,  and  once  and  again,  after 
some  few  years,  has  forgotten  past  lessons,  and  goes  on  as 
belbre  ? 

Past  and  Present  Forms  of  Crises. 

I think  there  is  great  reason  to  believe  that  those  enlarged 
commercial  relations  with  the  outside  world,  that  be?an  in 
earnest  with  the  abolition  of  the  corn  laws  in  1846,  are  havino- 
a most  important  effect  on  the  character  of  our  ever  recurring 
crises.  The  effect  must  be  to  dissipate  the  intensity  of  the  old 
crisis  form — to  break  down  the  great  wave  in  short— by  the 
greatly  wider  area  over  which  it  has  now  to  disport  itself. 

But  while  there  has  been,  and  must  be,  a beneficial  modifi- 
cation in  that  respect,  our  enlarged  and  still  enlarging  external 
relations  have  developed  quite  a special  crisis  feature,  that,  if 
not  entirely  new,  may  at  least  be  so  regarded  in  its  frequent 
and  sharp  recurrence,  and  in  the  sudden  and  injurious  magni- 
tude of  its  effects.  This  is  the  financial  crisis,  or  “ gold  panic.” 
It  is  the  liability  that  ever  hangs  to  all  our  modern  marvellous 
fiicilities,  dealing  as  we  do  in  everything  for  money,  and  yet 
requiring  in  our  tills  so  comparatively  little  of  that  cumbrous 
and  costly  article  itself.  This  ever  recurring  liability  to  panic 
in  the  question  cf  the  foreign  exchanges  is  indeed  the  great 


1 

ri 

r 


49 


j 

I 

drawback  to  all  these  modern  facilities.  It  seems  to  go  on 
extending  and  intensifying  as  the  w’orld  gets  more  and  more 
commercially  connected,  and  its  interdealings  more  and  more 
gigantic.  As  the  contingency  hangs  on  to  great  concurrent 
advantages,  the  latter  cannot  be  given  up  merely  on  account  of 
the  former.  But  it  cannot  be  an  irremediable  danger  in  the 
presence  of  our  boundless  modern  resources,  M'hich  need  only 
some  methodised  application  either  by  some  protective  con- 
ventional joint  action  of  trade,  or  by  some  general  action  of 

the  State.* 


CONCLUDING  EEFLECTIONS. 

I. — What  is  Capital. 

My  audience  may  complain  that  I am  at  the  end  of  my 
story  about  capital  without  having  once  defined  what  it  is. 
But  in  truth  I have  all  along  been  trying  to  describe  capital  in 
such  ordinary  English  as  may  enable  my  hearers  to  define  it 
for  themselves.  Well,  wiiat  is  capital  ? I have  spoken  of  it  as 
“ our  marketable  requisites,”  or  “ the  moveables  of  the  market,” 
and  their  “ supplying  agencies,”  and  this  seems  to  me  a good 
popular  definition.  The  word  “ marketable  ” is  the  limiting 
qualification,  because  such  things  as  air  and  sunlight  are 
requisites  in  the  highest  degree,  but  are  not  marketable,  and 
therefore  are  not  capital.  We  are  thus  intelligently  intro- 
duced to  the  technical  phrase  “ Value  in  Exchange,”  or 
“ Exchangeable  Value.”  Capital  is  a definite  article,  having 
exchangeable  value.f 

* I omit  here  some  further  considerations  of  ihe  same  kind,  after  w'hat 
I have  said  at  large  in  the  Preface. 

•f  Professor  Jevons  prefers,  on  indisputable  grounds,  the  term  “ ratio  of 
exchange  to  the  term  “ exchangeable  value.”  Whether  he  will  now  be 
able  to  reverse  the  vires  acquirit  tmdo  of  the  original  erroneous  term  is 
just  the  question. 
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II.  Thade  Tendencies,  and  Tbade  Eesteictions; 

“Peotection.-’ 

The  natural  tendencies  in  trade  are  all  to  advantage 
in  the  sense  of  securing  to  labour  the  largest  results  in  the 
given  circumstances.  Even  more  markedly  and  beneficially  are 
they  advantageous  in  bringing  the  human  family  all  over  the 
world  into  continuous  amicable  relationship,  by  exchange  to 
mutual  profit  of  each  section’s  peculiar  or  superabundant  pro- 
duction. Unless  therefore  for  very  distinct  moral  or  social 
considerations  these  beneficial  natural  tendencies  should  not  be 
thwarted.  To  interfere  with  them,  and  thus  restrict  the  trading, 
is  at  once  to  reduce  the  total  outcome  of  labour,  and  to  contract 
the  country’s  capital-capacity. 

There  are  stiU  in  the  commercial  world,  two  great  opposing 
classes  to  this  free-trade  view^  Eirst,  there  are  those  who 
simply  and  blindly  regard  “ protective  ” intervention  as  an  end 
and  a profit  in  itself  j who  assert  that  people  should  keep 
their  custom  and  their  money  all  to  themselves,  as  having  most 
surely,  as  they  put  it,  the  best  right  to  both ; and  who,  in  this 
and  othei  pleas,  are  (j^uite  past  arguing  with.  The  second 
admit  that  such  interference  means  present  loss,  but  they 
put  in  many  pleas,  a few  of  them  ingeniously  good,  the 
many  of  them  as  ingeniously  bad,  for  its  constant  operation 
They  are  for  a wise  and  ever  precautionary  independence  of  the 
mercenary  outsider  with  his  underselling  wares.  They  would 
foster  particular  vocations,  which  the  country,  especially  if  a new 
country,  might  be  specially  suited  for,  but  which  no  one  under 
the  circumstances  of  the  hour  w^ould  enter  upon  without 
help.  They  would  extend  generally  the  variety  of  the 
people’s  employments,  more  especially  in  the  great  accustomed 
branches  of  domestic  trading,  such  as  manufactures.  In 
short,  the  leaning  is  towards  interference  as  a principle,  and 
the  true  and  adroit  protectionist  is  ready  everjwvhere  to  inter- 
fere, no  matter  w'hat  the  circumstances. 
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Now^,  it  is  not  to  be  denied  that  there  are  justifying  causes  of 
interference,  as  in  the  necessity  of  our  sanitary  and  factory 
laws.  Partial  nature,  too,  may,  in  rare  and  special  cases,  have 
so  irregularly  distributed  her  gifts,  that  the  let-alone  principle 
might  result  in  nearly  all  of  a population  running  to  some  one 
or  a few  very  undesirable  vocations.  But  it  is  well  not  to 
begin  an  actual  injury  to  a country  upon  any  merely  theoretical 
prospect : and  the  danger  should  be  at  least  as  real  as  are  the 
disadvantages  and  loss  too  often  incurred  on  mere  theoretical 
apprehensions.  To  force  upon  the  bright  sunny  scene  and 
semitropical  climate  of  many  of  our  Colonies  all  those  associa- 
tions of  unsuitable  toil  connected  with  manufacturing  interests 
is  surely  a policy  utterly  deplorable.  Every  intelligent  popula- 
tion ow’^es  to  itself  and  to  its  country,  whether  that  be  new  or 
old,  that  they  be  left  free,  as  much  as  possible,  to  unfold  their 
own  particular  powers  and  resources;  for  it  is  by  this  free 
development  that  progress  is  ever  at  its  best,  and  is  ever,  in  its 
new  or  unexpected  directions,  giving  us  its  marvellous 
surprises. 

III. — Peoeit  and  Loss  ; Peodtjction,  Disteibution, 
Appeopeiation  ; Capital,  and  Capital-Capacity. 

In  these  “ Concluding  Beflections,”  I excuse  myself  for 
glancing  somewhat  more  widely  at  the  subject  of  Capital,  and 
applying  the  principles  I have  endeavoured  to  lay  down  to 

soii'.e  of  the  chief  collateral  issues.  | 

1. — Profits  : Econoniic  Theory, — Profit  is  the  final  outcome 
or  surplus  of  work,  less  concurrent  expenses ; and  loss  is 
of  c ourse  the  final  deficiency.  The  latter,  when  incurred,  must 
have  been  paid  out  of  previously  existing  capital. 

Every  man’s  work  must  be  to  some  profit,  if  there  remains 
something  over  and  above  what  he  has  concurrently  spent  for 
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his  maintenance.  But  so  simple  a case  holds  good  only  if,  as 
to  his  said  work,  he  has  had  to  do  with  no  one  but  himself.  If 
he  has  a family  to  support ; if  he  has  an  employer,  who  takes 
all  his  results,  less  a stipulated  wage,  and  who  in  his  turn 
has  other  accounts  as  well  to  settle;  if  he  be  merely  one 
of  many  so  employed;  if  he  be  one  of  a coequal  co-operation 
if  he  be  himself  an  employer ; and  so  on ; there  is  at  once  an 
end  to  the  simplicity  of  the  case.  We  are  then  involved  in  an 
economic  problem,  which  is  in  most  cases  much  easier  dealt 
with  in  practical  life  than  in  economic  theory.  The  case  is 
comparable  to  that  of  a smart  and  thriving  costermonger,  who 
with  practised  ease  goes  daily  through  scores  and  hundreds  of 
apparently  simple  transactions,  but  whose  doubly-entry  book- 
keeper can  follow  only  at  a very  bated  pace  indeed. 

Any  Special  Wages  Fane?” ?— Nevertheless,  I cannot  see 
any  thing  special  to  any  of  the  relationships  as  between  the 
one  and  the  many,  the  employer  and  the  employed.  I cannot 
see  any  protruding  ledge,  on  which  to  hang  a specially  or  rather 
a mysteriously  regulating  wages-fund.  The  experience  of  the 
last  ten  or  more  years  of  strikes  and  other  Trade-Union  action, 
ought  surely  to  dissipate  any  remains  of  this  old  illusion.  We 
now  see,  in  not  a few  cases,  that  the  resolute  persistence  of  the 
employed  classes  can  successfully  carry  wages  up  to  a point  at 
which  it  becomes  the  employer  to  consider  if  his  own  share~his 

own  wages,  so  to  say,  from  his  own  work— are  worth  his  work- 
ing for. 

The  complete  surprise  caused  by  the  success  of  these  great 
socio-economic  labour  movements,  and  more  especially  of  that 
latest  section  of  them,  the  general  rise  up  and  tenacious  self 
assertion  of  the  agricultural  labourers— a class  that  had  previ- 
ously seemed  to  be  helplessly  and  hopelessly  under  “ Economic 
law”— shews  how  deeply  imbued  the  i)ublic  mind  had  been 
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with  those  prejudging  views  out  which  the  wages-fund 
notion  arose.  Economic  law  must  ever  indeed  reign  over 
the  whole  field ; but  the  law  is  more  elastic — less  one-sided — 
than  the  employing  classes  had  supposed,  who  in  preceding 
general  belief  had  the  amenity  clauses  of  the  law  all  on  their 
own  side. 

2.  Relations  of  Combined  Labour — This  combined  method 
of  production  by  employer  and  employed  is  society’s  grand — 
its  instinctive — resource  for  meeting  the  relatively  diminished 
means  of  countries  consequent  upon  increased  population. 
This  combined  or  sub-divided  labour  system,  together  with 
all  its  aiding  mechanical  appliance,  while  it  vastly  increases 
productive  powers,  yet  does  so  in  a very  unequal,  and  as  one 
might  further  say,  in  a very  inequitable  way,  in  all  the 
wide  range  of  results  from  occasional  huge  individual  fortune- 
making, down  to  a humble  weekly  wage.  It  seems  inequitable, 
because  each  and  all  of  the  co-working  parties,  thus  so  variously 
remunerated,  are  perhaps,  in  their  own  proper  departments, 
equally  labourious,  with  Avork  that  is  equally  indispensable 
to  the  final  result.  But  as  this  inequality  is  ineradicable  from 
the  combined  method,  that  method  must  be  judged  as  a whole. 
It  has  certain  very  appreciable  advantages  in  supplying  a grand 
field  for  ability  and  enterprise,  and  being  thus  the  chief  basis  of 
progress.  But  its  most  decisive  advantage  would  be  seen  if  we 
could  reahze  the  alternative,  in  that  isolated  individual  action 
that  might  be  fancied  to  secure  the  coveted  perfection  of  abstract 
equity.  It  is  doubtful  indeed  if  the  attempt  at  sach  primi- 
tive dipositions  of  labour,  in  a country  circumstanced  like  ours, 
would  result  in  earning  to  each  of  the  separate  individuals 
even  the  very  humblest  wage  rate  of  the  combination,  or 
even  a sufficiency  to  keep  those  imagined  practisers  of  abstract 
equity  in  existence. 
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3.  Causes  that  ever  qualify  the  General  Benefit  of  ever 
increasing  Productive  Power.  — Productive  power  yearly  in- 
creases all  over  the  civilised  and  trading  world.  This  pov’er 
is  already  so  great,  that  every  new  life  born  to  an  industrial 
world  so  advanced,  might  reckon,  but  for  certain  circum- 
stances, on  being  worth  its  own  comfortable  maintenance 
several  times,  or  even  many  times,  over.  These  circumstances 
are,  the  pressure  of  increasing  population  and  the  unequal 
distribution  of  the  proceeds  of  labour,  already  alluded  to ; 
but  even  more,  when  the  case  is  that  of  a populous  and 
progressive  country  like  our  own,  in  the  high  and  advancing 
value  of  the  comparatively  small  area  of  its  land.  The  result  of 
this  is  an  enormous  appropriation  of  the  fruits  of  labour  by  those 
who  owui  these  comparatively  limited  lauds.  Here  we  have  the 
oft  argued  question  of  “ the  unearned  increment  of  value,” 
which,  in  abstract  right,  is  the  property  of  that  which  causes  it, 
namely,  the  whole  p)eople  b}'^  their  increase  of  numbers  and 
the  general  progress.  Practical  Government  never  runs  in 
abstract  grooves.  But  the  increment  in  question,  which  is 
already  a great  feature  of  the  past,  and  must  go  on  with  the 
promised  general  advance  of  the  future,  is  a question  of  very 
large  promise  indeed.  Should  this  increment  not  be  a subject 
of  taxation  ? — not  past  increments,  still  less  the  whole  or  any 
j)art  of  present  value,  but  the  future  incr(unent  upon  that* value. 
It  may  p)rove  so  great  a fund  that  a very  small  percentage  will 
by-and-by  yield  a very  large  revenue.  It  would  be  a revenue 
fairly  due  to  the  country  by  right  of  the  heads  and  hands  of 
all  its  people.  Such  a proposition  could  hardly  atfect  injuriously 
the  present  value.  By  directing  attention  to  the  public  expec- 
tation of  that  increment,  it  might  have  the  opposite  effect. 

It  is  a curious  feature  of  this  land  relationship,  that  a circum- 
stance of  quite  incidental  bearing  gives  to  its  action  a most 
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extreme  aggravation.  Owing  to  the  -fact  that  in  English  law 
it  happens  to  be  more  costly  and  troublesome  to  sell  than  to 
lease  land,  it  has  been  the  habit  to  make  ciuasi  sales  in  the 
form  of  long  leases,  as  of  ninety-nine  years’  term.  The- 
consequence  is  the  present  large  and  continuous  return  of  both 

town  and  country  lands  into  a comparatively  very  limited 

« 

ownership,  with  an  almost  fabulous  increase  of  value.  When 
it  is  considered  that  modern  progress  has,  as  the  phrase  is,  a 
geometric  ratio  of  pace,  one  marvels  to  think,  supposing  the 
same  system  to  go  on,  w'hat  value  some  comparatively  few^ 
families  may  be  possessed  of  a century  hence. 

4.  The  Employing  and  more  Educated  Classes*  share  of 
Fruits  of  Labour  apt  to  he  overestimated. — Such,  then,  being 
our  general  glance  at  the  relative  distribution,  I am  yet 
inclined  to  say,  that  the  share  heretofore  given  to  the 
more  educated  classes  is  apt  to  be  overestimated,  particularly 
by  the  natural  feeling  or  prejudice  of  the  other  classes.  A well 
educated  youth  sinks  a vast  deal  of  money  before  he  begins  to 
earn  any  in  return ; and,  generally,  for  a good  many  years  after 
he  so  begins,  his  earning,  as  a clerk,  for  instance,  is  com- 
paratively small.  Of  course,  with  the  great  united  leverage  of 
education  and  experience,  he  usually  quite  turns  the  balance 
later  in  life,  when  the  working  man’s  strength  and  pay  are  apt 
rather  to  abate  than  increase.  But  the  long  deferred,  as  the 
actuary  will  tell  us,  is  of  a very  diminished  value.  However, 
all  I contend  for  now  is,  that  upper  class  earning  is  not  so- 
preponderant  as  is  commonly  inferred,  and  the  probabilities 
are,  as  estimated  in  the  next  paragraph,  that  it  wiU  be  even  less 
so  in  the  future. 

5.  Comparative  prospects  ahead  of  Worlcing  Classes  and 
other  Classes  in  the  National  Progress. — Looking  back  to 
strike  and  other  experiences,  let  us  also  look  forw’ard 
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to  weigh  their  suggestions  in  connection  with  two  other 
concurrent  circumstances  that  must  powerfully,  although 
happily  it  will  be  gradually,  affect  future  social  relations.  The 
first  concerns  the  great  strides  ever  being  taken  in  all 
mechanical  appliances  for  promoting  the  efficiency,  and  with 
that  also  the  amelioration  of  labour.  The  second  is  the  noble 
purpose  of  the  State,  in  recognition  of  its  duties  as  the 
common  parent,  to  take  means  to  secure  to  every  child  of  the 
great  national  family  a good  education. 

The  general  effect  of  our  great  “ Education  Act  ” must,  of 
com-se,  be  a strong  fresh  impulse  to  the  national  progress, 
material  and  mental.  But  what  may  be  the  particular,  the 
interclass  effect  ? This  is  less  obvious,  but  we  must  expect 
that  universal  education  will  bring  about,  upon  a very  enlarged 
scale,  a scale  indeed  quite  unprecedented,  the  continual 
passage  upwards  from  the  poorer  to  the  richer  classes,  from 
the  ranks  of  the  employed  to  those  of  the  employers,  and 
thus  proportionally  improve  the  position  of  the  former. 

Again,  the  effect  of  machinery,  increasingly  powerful  in  its 
coadjutorship,  increasingly  cheap  and  attainable  by  all,  in 
turning  out  its  prompt  returns,  seems  to  me  mainly  in  favour 
of  comparatively  capitalless  labour,  when  better  disciplined  in 
the  future  in  the  still  novel  and  partial,  but  growing  science  of 
co-operation.  With  machinery,  with  such  moderate  capital  as  is 
easily  saved,  or  by  well-disciplined  co-operation  easily  borrowed, 
the  competently  educated  labouring  class  of  the  future,  with 
their  practical  economics,  and  with  the  direct  interest  of  every 
co-operator,  may  compete  with  the  capatalist  on  all  his  ground, 
excepting  only  perhaps  in  the  cases  of  such  great  enterprises 
as  require  not  only  a large  but  also  a very  prolonged  capital- 
outlay. 

6, — Can  there  he  Overproduction. — As  Professor  Jevons 
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says ; there  can  be,  and  there  very  often  is,  overproduction  of 
what  is  unsuitable  and  disproportionate ; and  thus  business  is 
in  a constant  ebb  aud  flow  of  self  correction  in  that  respect.  If 
the  suitable  and  proportionate  could  always  be  perfectly  pre- 
served, society,  ever  engaged  in  mutual  exchange,  could  never 
be  overstocked,  unless,  at  least  every  want  and  wish  was  so 
completely  supplied  throughout  its  ranks,  that  the  stimidus  to 
work  for  more  was  everywhere  at  an  end. 

Adam  Smith  and  others  have  inferred  that  production  must 
eventually  exceed  demand,  and  that,  with  excess  of  capital, 
interest  and  profits  must  tend  towards  nothing.  This  is  aii 
erroneous  view  aud  fairly  shewn  as  such  by  the  experience  of 
our  own  country,  where  the  busiest  and  most  effective  produc- 
tion still  coexists  with  unprecedentedly  large  capital,  aud  with 
undiminished  interest  and  profits.  These  things  depend  on 
other  concomitants,  as  I have  already  shown ; chiefly  on  the  re- 
lative scale  aud  freedom  of  trading,  assisted  by  that  progressive 
civilization  and  knowledge  which  varies  and  extends  the  range 
of  demand,  while  it  tends  to  equalise  the  distribution  of  means. 

8.  Sustained  Demand. — The  question  of  over-production 
hangs  to  that  of  sustained  extended  diversified  demand  for  all 
the  increasing  range  of  our  improving  labour  power.  The 
advance  of  society  is  the  continuous  development  of  taste  as 
well  as  of  genera]  enterprise.  Both  together  enlarge  the  world 
of  work,  and  the  world,  if  thus  worked  reciprocally,  brings 
forth  for  our  use  and  enjoyment  that  which  further  advances 
civilisation,  ameliorate  life’s  conditions,  and  forms  the  ever 
widening  basis  from  which  to  rise  to  yet  further  attainments^ 
Thus  it  is  with  high  hopes  of  the  future  that  one  finds  such 
modern  works  as  the  Sydenham  and  Alexandra  Palaces ; the 
Aquariums  of  our  larger  towns,  an  enterprise  so  well  begun 
at  Brighton,  and  a happy  grafting  of  science  upon  practical  life, 
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which  is  so  promising  for  yet  manifold  other  directions ; the 
Summer  and  Winter  Garden  at  Westminster;  and  last  not 
least  the  great  Sub-Channel  Tunnel,  whose  “ first  sod,”  so  to 
say,  was  cut  lately  on  the  French  side. 

9. — When  do  things  cease  to  he  Capital. — Let  us  glance 
at  a curious  and  disputed  question.  Some  economists  have 
held  that  our  trading  articles  cease  to  be  capital  when 
they  pass  into  consumers  hands;  that  is  to  say  when  they 
pass  out  of  the  active  market.  It  must  follow  from  this 
that  the  stocks  of  any  nontrading  society  are  not  capital, 
because,  however  large  they  may  be  at  times,  as  for  instance, 
immediately  after  harvest,  they  are  all  in  the  hands  respectively 
of  those  who  are  to  consume  them.  But  they  are  marketable 
things  whether  destined  to  be  exchanged  or  not,  and  capital 
exists  independently  of  exchanging  incidents.  The  exchang- 
ing business  is  indeed  important  in  introducing  a special 
feature,  namely  a concurrent  capital  stock ; and  it  is  the  law  of 
this  special  exchange  feature,  the  law  of  this  concurrent  stock, 
or  more  simply,  the  law  of  capital,  that  is  my  present  chief 
subject. 

We  must,  therefore,  uphold  for  these  personal  and  household 
stocks  their  position  as  true  capital.  They  are  as  indispensable 
to  society’s  fabric  and  life  as  a dwelling-house,  a factory,  or  a 
market,  and  must  be  replaced  as  used.  Thus  food  is  capital 
till  it  is  made  unmarketable  by  special  preparation,  or  by 
actually  entering  our  mouths.  Nay,  even  then  it  might  be  still 
capital,  as  a pemmican-making  North  American  Indian  might 
claim,  if  there  was  any  general  habit — which  happily  there  is 
not — of  feeding  man  or  beast  with  semi-masticated  food. 
Nay,  the  dignity  of  capital  may  survive  even  a still  lower 
descent,  in  these  days  of  guano  wealth.  But  enough  has  been 
already  said  for  the  illustration  of  principles. 
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10.  Capital  and  Capital-Capacity, — I w'iil  end  this  long 
section  of  my  “ Concluding  Eeflections,”  by  a few  summarising 
words  on  the  large  question  that  heads  this  paragraph.  It  is 
the  chief  subject  of  my  essay.  The  immediately  preceding 
remarks  (Nos.  1 to  9)  relate  to  producing,  distributing,  using 
the  fruits  of  labour ; while  my  inquiry  has  been  rather  as  to 
the  relative  amount  or  quantity  that  is  reserved  concurrently 
on  hand  in  the  creating  and  distributing  process. 

There  is  here  a complete  distinction  of  subject,  and  economics 
are  all  the  more  intelligible  as  we  clearly  realise  the  distinction. 
It  is  quite  conceivable  that  industry  might  go  on  with  no  such 
concurrent  stock,  as  in  the  case  of  the  scattered  non-trading 
society  I first  adverted  to.  That  condition  of  a country 
presents,  as  we  may  now  readily  infer,  the  minimum  of  capital, 
because  as  trading  is  wanting,  so  are  the  stocks  that  arise  as 
the  indispensable  concomitants  of  trading. 

This  capital-poverty  condition,  if  I may  so  express  myself, 
will  result  to  any  country  in  proportion  as  it  approaches  the 
conditions  that  ensure  it ; as,  for  instance,  by  an  extreme  of 
protectionism  that  descends  to  county,  or  municipal,  or  paro- 
chial discrimination.  We  must  bear  in  mind  that  our  scattered, 
and  non-trading,  society  is  practically  a case  of  protectionism 
at  its  final  stage  or  triumph  of  the  separate  family  or  house- 
hold, whose  members  respectively  might,  perhaps,  with  thorough 
protectionist  eyes,  see  with  satisfaction  that  they  could  each 
independently  supply  their  own  respective  wants,  and  keep  the 
benefit  of  their  own  custom  entirely  each  to  itself.  Such  an 
approach  was,  in  fact,  exemplified  by  the  inter-provincial  protec- 
tion into  which  France  had,  inter  alia^  degenerated  before  the 
great  revolution.  Indeed  her  protectionism  of  that  time  both 
national  and  provincial,  was  one  cause  of  the  almost  incredible 
poverty  and  misery  of  French  country  life  prior  to  that  terrible 
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avenger  of  a long  accumulation  of  economic  error  and  political 
and  social  wrong.  The  United  States  of  America  might,  in 
further  illustration,  take  the  same  road  towards  a like  com- 
parative capital-poverty,  by  extending  their  cherished  protection 
or  exclusion  system  from  the  United  to  the  Separate  States. 
Happily  they  stop  short  of  this  extreme  application  of  their 
approved  principles ; unhappily  for  the  cause  of  further  insight 
they  possess  so  considerable  a trading  world  within  themselves 
as  to  be  blinded  to  the  true  bearings  of  trade  in  this  case. 

Doubtless  it  is  an  ambition  common  to  every  country  to 
occupy,  as  far  as  it  can  before  the  world,  the  dignified  and 
useful  position  of  a great  capitalist.  No  country  would  choose 
to  remain  poor  if  it  knew  how  to  be  otherwise.  Well,  I have 
endeavoured  to  shew,  and  I hope  not  unsuccessfully,  how  the 
case  may  be  otherwise,  with  any  country  at  least  which  has 
heretofore  practised  the  restriction  of  its  trading.  There  may 
be  countries,  and  still  not  a few  of  them,  to  which  the  condi- 
tions of  a large  concurrent  capital  are  not  very  essential,  not 
entirely  indispensable.  JFor  instance  where  there  is  not  yet 
much  pressure  of  population,  as  with  comparatively  new 
countries  or  colonies,  there  may  withal,  even  under  the  close - 
protection  that  some  of  these  so  prefer,  be  a sufficiently  easy 
production  for  a comfortable  existence.  Such  countries  must 
proportionably  surrender  the  conditions  for  the  largest  progress 
and  the  greatest  power.  But  passing  such  exceptional  cases, 
and  taking  the  world  as  it  actually  is,  with  so  much  of  its 
surface  occupied  by  a great  and  ever  increasing  mass  of' 
necessitous  mankind,  the  conditions  involving  the  larger 
or  the  smaller  capital  have  for  them  all  an  importance  not 
to  be  surpassed. 

A country  of  large  capital,  then,  is,  in  effect,  a great  reservoir' 
filled  with  all  the  requisites  for  the  life  and  labours  of  its- 
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people,  for  their  existing  and  working  to  the  best  possible 
advantage.  The  country’s  trading  wants  necessitate  this  stock 
being  on  hand.  It  is  these  wants  that  keep  up  such  a reserve, 
and  check  the  natural  tendency  towards  using  or  consuming  all 
that  is  produced.  Hence  the  importance  of  the  freest  and 
most  extended  trading,  for  that  iu  reality  means  the  largest 
relative  concurrent  capital.  The  trading  conditions  determine 
the  country’s  capital-capacity ; and  every  country  naturally 
tends  to  work  up  or  work  down,  as  the  case  may  be,  to  its 
capital-capacity. 

There  are  popular  prejudices  against  capital.  Perhaps  the 
feeling  is  against  capital  in  the  individual  rather  than  in  the 
national  sense.  The  distinction  is  not  a realisable  one,  seeing 
that  national  capital  is  but  the  collective  total  of  the  capital  of 
individuals.  Anyhow,  we  are  familiar  with  the  charge  of 
capital’s  supposed  crushing  effects  upon  those  who  have  not 
got  it,  and  so  on.  Those  w’ho  use  this  confusing  language 
amongst  us,  who  virtually  convert  addition  into  subtraction, 
and  multiplication  into  division,  are  bound  to  try  if  they  can 
be  better  off  in  a country  of  small  than  in  one  of  large  capital. 

Again,  if  the  “ wages  fund  ” theoiy  still  haunts  economists, 
it  may  find  here  a new  and  a real  basis  in  the  question  of 
capital-capacity.  That  is  to  say,  there  is  an  ever  increasing 
wages-fund  in  the  practical  sense  of  increased  demand  and  re- 
muneration for  labour,  when  by  trade  extension  and  freedom 
there  is  an  ever  increasing  capital-capacity ; and  on  the  other 
hand  there  must  be  stagnation  or  diminution  when  by  “ protec- 
tection  ” or  prohibition,  trade  is  restricted.  While  the  expand- 
ing capacity  calls  every  head  and  hand  to  work  to  fill  it  up,  the 
diminishing  capacity  has  just  the  opposite  effect  because  it 
places  the  country,  for  the  time,  in  the  condition  of  overstock. 

Those  countries  then  that  restrict  their  trading  do  that  at  the 
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< ost  of  diminishing  their  concurrent  capital.  This  cannot  of 

< ourse  be  their  object.  All  important  indeed  is  this  question  of 

< apital-capacity,  when  we  look  to  what  underlies  it.  Strange 
i .s  this  term  may  now  sound  in  Economics,  I trust  that  my 
j iUdience  can  already  take  up  its  full  meaning  and  bearings.  The 
] eady  capital*  of  every  country,  that  usable,  loanable  stock 
. have  so  often  brought  under  notice,  is  the  con-current  lading 
c f human  requisites  with  which  the  national  craft,  in  navigat- 
i:  ig  the  ocean  of  its  life,  faces  all  the  contingencies  of  its  great 
V oyage.  And  the  question  may  be  practically  thus  put : — Are 
t le  respective  countries  to  journey  on  in  full-handed  provision 
f »r  the  casualties  of  the  way,  as  is  happily  the  case  with  our 
0 ivn,  and  more  or  less  with  a good  many  other  countries  ; or 
ij  there  unhappily  so  scanty  a furnishing,  that,  as  we  have 
h fely  seen  of  such  small-capital  countries  as  Asia  Minor  and 
lersia,  they  can  emerge  from  their  ever  recurring  incidents 
a:  id  ordeals  only  by  a pathway  strewed  with  misery  and  death. 

CONTEOTEESIAL  NOTE. 

O;  IT  CREDIT  AND  LABOUR  CONSIDERED  RESPECTIVELY  AS  CAPITAL. 

These  have  been  controversial  questions  from  the  outset  of 
E jonomic  Science ; and  as  Adam  Smith  and  even  Stuart  Mill 
hj.ve  condescended  to  entertain  them  as  real  questions,  they 
m ly  last  as  such  some  time  longer.  Take  a bank  note  as  the 
ty  pe  of  Credit,  and  a man  as  the  type  of  Labour.  The  contention 
is  that  both  of  these  are,  in  the  economic  sense.  Capital.  “ As 

* Here  I would  be  glad  to  agree  to  Professor  Jevons’  distinction  of 
“ ?ree  Capital”  (Theory  of  Pol.  Ec.  p.  233),  a very  suitable  alternative 
n£  me,  only  that  the  Professor  seems  to  limit  the  term  as  applicable  to 
le;  IB  than  all  moveable,  or  “ Floating  ” capital,  confining  it,  as  I under- 
st  ind  him,  to  a class  of  the  more  immediate  human  requisites.  I cannot 
in  economic  principle,  see  any  such  difiference.  All  capital,  that  is  not 
fij  ed  capital,  is,  to  my  view,  in  one  catagory,  consisting  of  the  market- 
3l\  le  requisites  of  life  and  business. 
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the  true  definition  of  Capital,”  says  Mr.  Macleod,  “ is  anything 
that  produces  a profit,  credit  (which  as  he  shewed  before  can 
produce  a profit)  is  capital  as  well  as  money.”  And,  again, 
whatever  has  purchasing  power  is  capital ; and  as  labour  has 
such  power,  it  is  to  be  inferred  that  labour,  i.e.,  the  being  in 
whom  labour  resides,  is  capital. 

The  art  of  confusing  ourselves  by  definitions  has  existed  ever 
since  the  world  began  to  reason.  We  properly  profess  to  con- 
form definitions  to  actual  things,  but  we  too  often  afterwards 
turn  round  upon  the  things,  and  make  them  conform  to  defini- 
tions. The  only  safe  definition  of  capital  is  that  it  is  something 
that  is  marketable.  Economics  rest  on  no  other  basis  than 
that  of  negotiable  things,  and  only  definite  subjects  can  be  such. 
Let  us  start  from  this  clear  foundation,  and  make  a few  re- 
marks on  either  question. 

Of  Credit  as  Capital.  Supposed,  we  are  possessed  of  certain 
goods,  as  Metals  or  Silks,  Cotton  or  Wool.  We  warehouse 
them,  taking  as  evidence  of  ownership,  the  usual  receipts  or 
warrants,  and  we  proceed  to  trade  upon  our  capital.  Are  the 
receipts  or  warrants  this  capital  ? Are  they  any  other  capital  ? 
Of  course  they  are  neither.  They  only  represent  the  first; 
and  the  reason  we  are  not  deceived  in  this  case  is  because 
these  receipts  “ earmark  ” what  they  represent.  The  bank 
note  does  not ; but  none  the  less  is  it,  like  the  other,  a mere 
representative ; and  the  value  it  represents  rests  in  the 
remainder  of  that  general  stock,  of  which,  as  I have  before 
said,  receipts,  warrants,  bills  of  lading,  and  so  on,  appropriate 
respectively  some  special  or  earmarked  portion. 

The  bank  note,  when  adjudged  to  be  capital,  is  put  into  a 
position  that  itself  disclaims.  It  professes  to  be  only  repre- 
sentative— to  be  a promise  to  pay  the  value  represented.  That 
value  has  presumably  been  received  by  the  issuer.  It  is  only. 
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in  another  and  more  general  way,  a receipt  or  warrant  for 
value. 

To  clear  up  this  matter  further,  let  us  deal  with  the  entire 
representative  element  in  economics.  What  is  the  meaning  of 
all  the  paper  and  parchment  we  are  ever  meeting  with  in  the 
business  world,  and  what  lies  behind  it  all?  Every  such 
document  represents  something  real  in  the  total  of  society’s 
floating  or  fixed  capital.  If  society  were  any  day  to  stop 
trading,  and  wind  up  its  affairs,  every  piece  of  such  paper, 
Presuming  its  issuer  solvent,  would  be  met  by  its  represented 
mine.  There  w^ould  be,  in  the  first  place,  a great  mutual 
. !ancelment  of  paper  against  paper ; next  it  would  be  found 
1 hat  a good  deal  of  property  belonged  to  i)arties  w^ho  had  not, 
j s it  so  happened  at  the  time,  any  paper  issued  upon  its 
s ecurity  j then  the  earmarked  list  w^ould  be  specially  claimed  j 
i nd,  finally,  w'ould  remain  all  that  was  claimed  under  general 
1 alue,  which  would  just  balance  off  with  the  remaining  paper, 
--hus  credit  is  the  ever  ready  means  of  getting  the  use  of 
c apital,  but  it  is  not  the  thing  itself. 

Of  Labour  as  CapitaJ,  A parent  spends  money  in  educating 
1 is  children,  and  the  State  laudably  expends  large  sums  towards 
tie  training  of  its  own  greatest  of  families.  Is  all  this  money 
1 )st,  and  are  not  the  powders  and  qualities,  that  have  been 
i.  nplanted  or  improved,  capital  to  the  country'  ? These  trained 
j outh,  I reply,  are  doubtless,  very  valuable,  in  the  best  sense 
cf  the  word,  to  their  country,  and  the  money  spent  on  them  is 
I ot  lost,  but  they  are  not  economic  capital.  A slave  is  a 
cl  efinite  marketable  subject,  and  is  capital,  but  a free  agent  is 
r ot.  If  otherwise,  then  every  man,  woman,  and  child  would 
le  capital,  because  the  differences  are  only  of  degree.  All 
science  must  be  amenable  to  common  sense,  and  no  section  of 
i < can  face  the  reduciio  ad  absurdutn. 


\ 
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Bonded  Labour  is  Capital. 

Definite  negotiable  subjects  are  alone  what  economics  have 
to  deal  with.  Therefore  the  mere  labour  possibility  or  labour 
capacity  of  a country,  or  of  any  of  its  people,  is,  in  that 
indefinite  form  at  least,  quite  outside  of  economic  science. 
But  any  part  of  that  great  labour  power,  or  the  w'hole 
of  it  coUectively,  may  be  made  capital  by  being  put  into 
a definite  negotiable  form.  This  is  to  capitalise  labour  by 
bonding  its  future  product.  Any  individual,  by  legally 
bonding  his  industry,  creates  a present  capital ; and  so 
with  any  association  or  copartnery ; and  so  with  the  State, 
as  representing  the  whole  people.  Thus  w'e  have  that 
vast  class  of  modern  capital,  of  which  the  type  is  the  State 
obligation  of  our  own  and  other  countries.  It  comprises, 
indeed,  all  the  extremes  of  estimated  value,  between  solvency 
and  assetless,  but  as  yet  undischarged,  insolvency;  between 
British  Consols  and  Honduras  Bonds.  Nevertheless,  it  is 
all  capital,  as  represented  usually  by  its  bond  or  other  paper 
expositor ; it  has  all  some  value,  great  or  small ; it  is  all 
negotiable  property. 

I have  spoken  of  this  capitalising  of  labour  by  the  bonding 
of  industry  as  a great  modern  featul*e.  It  is  such  at  least  in 
its  great  modern  universality  and  extent.  The  Stock  Exchange 
is  the  chief  field  of  this  kind  of  capital,  and  to  the  remarkable 
modern  development  of  this  kind  of  capital  it  is  that  the  Stock 
Exchange  owes  its  present  importance  and  gigantic  dimensions. 

Illustration  in  StocJc  Exchange  Securities. 

Let  us  turn  for  a moment  to  analyse  and  distinguish  the 
Stock  Exchange  securities,  and  thus  have  a practical  illustra- 
tion of  the  different  classes  of  capital.  The  paper  or  repre- 
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sentative  element  is  universal  there.  The  share  certificates 
of  banks,  and  other  trading  companies,  generally  represent 
some  portion  of  onr  “ concurrent  balance,”  so  often  alluded  to. 
What  is  not  so  represented  in  any  company,  that  is  to  say,  its 
“ goodwill,”  is  bonded  industry,  being  that  part  of  the  price 
or  valuation  of  a share  that  is  over  and  above  the  paid 
up  and  still  existing  capital  and  any  actual  reserve.  The 
share  documents  of  land  and  mining  companies  represent,  in 
like  manner,  mainly  fixed  capital,  and  in  its  concrete  section ; 
while  the  bonds  of  State  obligations  represent  also  fixed 
capital,  but  in  the  great  nonconcrete  section,  the  bonded 
industry.  Under  these  three  very  distinct  forms  are  comprised 
the  whole  component  elements  of  Economic  Science. 

The  definite  elements  of  Economics. 

I have  only  now,  therefore,  to  define  capital  as  consisting  of 
two  great  classes,  namely,  commodities,  or  the  marketable 
requisites ; and  their  supplying  agencies.  The  first  are  con- 
crete elements,  throughout.  The  second  comprise  two  sections ; 
the  concrete,  consisting  of  productive,  or  otherwise  valuable 
land,  and  other  fixed  parts  of  our  material  globe ; and  the 

I nonconcrete,  consisting  of  the  bonded  industry.  These  are  all 

definite  negotiable  things,  and,  if  my  view  be  correct,  we  have 
thus  in  economics  a science  to  deal  with  that  is  as  definite 
as  any  other. 
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